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RURAL ELECTRIFICATION ACT OF 1936—AMENDMENT 





THURSDAY, APRIL 14, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON CONSERVATION AND CREDIT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m. in room 1310, 
House Office Building, Hon. W. R. Poage (chairman) presiding. 

Mr. Poage. The committee will please come to order. We have 
under consideration today H. R. 5376 and several other similar bills, 
to amend the Rural Electrification Act of 1936. 

(The bills referred to follow :) 


[H. R. 2138, 84th Cong., 1st sess.] 
A BILL To amend the Rural Electrification Act of 1936, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 3 of the Rural Electrification Act of 
1936, as amended, is further amended by striking out all of subsections (¢) and (d). 

Sec. 2. Subsection (e) of section 3 is amended by striking out the following 
words: ‘without allotment: Provided, however, That not more than 10 per centum 
of said sums for rural electrification loans may be employed in any one State or 
in all of the Territories’ and by relettering said subsection ‘‘(c)’’, so that it will 
read as follows: 

“(c) If any part of the annual sums made available for the purposes of this 
Act shall not be loaned or obligated during the fiscal year for which such sums 
are made available, such unexpended or unobligated sums shall be available for 
loans by the Administrator in the following year or years.” 

Sec. 3. Subsection (f) of section 3 is amended by relettering it ‘‘(d)’’. 


[H. R. 4572, 84th Cong., Ist sess.] 


A BILL To amend the Rural Electrification Act of 1936 so as to provide greater flexibility in making rural 
electrification loans, by eliminating the requirement that half of the funds for such loans be allotted 
among the States, and removing the limit on the amount of unallotted funds which may be loaned in 
any State or in the Territories 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 3 of the Rural 
Electrification Act of 1936 is amended by striking out the first sentence (which 
provides that 50 per centum of the sums made available each year for rural 
electrification loans shall be allotted among the States according to the number 
of farms receiving central station electric service) and by striking out ‘‘such 
service” in the second sentence and inserting ‘‘central station electric service’’, 
so that the subsection as amended reads as follows: 

‘(e) The Administrator shall, within ninety days after the beginning of each 
fiscal year, determine for each State and for the United States the number of 
farms not then receiving central station electric service.”’ 

Sec. 2. Subsection (d) of section 3 of such Act, which provides that not more 
than 10 per centum of the unallotted funds available in any vear for rural electri- 
fication loans may be employed in any State, or in all the Territories, is hereby 
repealed. 

Sec. 3. Subsection (e) of section 3 of such Act is redesignated as subsection 
““(d)’”’, and is further amended by striking out “without allotment: Provided, 
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however, That not more than 10 per centum of said sums for rural electrification 
loans may be employed in any one State or in all of the Territories’’, so that the 
subsection as amended reads as follows: 

“‘(d) If any part of the annual sums made available for the purposes of this 
Act shall not be loaned or obligated during the fiscal year for which such sums 
are made available, such unexpended or unobligated sums shall be available for 
loans by the Administrator in the following year or years.” 

Sec. 4. Subsection (f) of section 3 of such Act is redesignated as subsection 
“(e)”, 

Sec. 5. Section 4 of such Act is amended by striking out “, from funds available 
under the provisions of sections 3 (d) and 3 (e) but without regard to the 10 per 
centum limitation therein contained,’’. 


[H. R. 5376, 84th Cong., 1st sess.] 
A BILL To amend the Rural Electrification Act of 1936, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 3 of the Rural Electrification 
Act of 1936, as amended (7 U. 8. C. 903), is amended by striking out subsections 
(c), (d), and (e) and inserting in lieu thereof the following: 

“‘(e) The Administrator shall, within ninety days after the beginning of each 
fiscal year, determine for each State and for the United States the number of 
farms not then receiving central station electric service. 

‘““(d) If any part of the annual funds made available for the purposes of this 
Act shall not be loaned or obligated during the fiscal year for which such sums 
are made available, such unexpended and unobligated funds shall be available 
for loans by the Administrator in the following year or years.” 

(b) Subsection (f) of section 3 of such Act is redesignated as section (e). 

Sec. 2. Section 4 of the Rural Electrification Act of 1936, as amended (7 U. 8. C. 
904), is amended by striking out ‘‘the provisions of section 3 (d) and 3 (e), but 
without regard to the 10 per centum limitation therein contained”’ and inserting 
in lieu thereof ‘“‘Section 3’’. 


Mr. Poacr. The Deputy Administrator of the Rural Electrification 
Administration, Mr. Fred H. Strong, is with us. I wonder if we might 
hear from you at this time, Mr. Strong. 


STATEMENT OF FRED H. STRONG, DEPUTY ADMINISTRATOR, 
RURAL ELECTRIFICATION ADMINISTRATION 


Mr. Srrone. With your permission, Mr. Chairman, I would like 
to have distributed copies of a prepared statement. 

I am substituting for Ancher Nelsen, Administrator of the Rural 
Electrification Administration, who is out of the city. He has asked 
me to convey to you his respects and his regret that he cannot be 
here himself. 

The matter before the committee, of course, is the proposed amend- 
ment of the Rural Electrification Act to remove the so-called State 
allotment formula. There have been a number of bills introduced 
both in the Senate and in the House by Senators Aiken, Thye, Young, 
and Carlson; and by Congressmen Hope, Johnson, Metcalf, and 
Poage. All are aimed at the same result. There are minor differences 
in the bills. 

A prepared statement has been made available to the clerk for 
distribution among the committee members, and in the interest of 
economy of time, if the committee approves, I will omit reading the 
full text of the prepared statement and will discuss the proposed 
amendment in general terms off the cuff. 
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Mr. Poager. Surely. And would you like to have the statement 
included in the record? 

Mr. Strona. Yes, sir. 

Mr. Poager. Without objection it will be included in the record. 

(The statement referred to is as follows:) 


STATEMENT OF FreEp H. Srrona, ActiInG ADMINISTRATOR OF REA, RELATIVE TO 
H. R. 2138 anp H. R. 5376 


H. R. 2138 and 5376 which are before your committee today are substantially 
the same as 8. 153 on which Administrator Nelsen recently testified before the 
Senate Committee on Agriculture and Forestry. These bills which are identical 
save in one minor respect, would repeal the so-called State allotment formula in 
the Rural Electrification Act. We believe that enactment of any one of these 
bills will enable us to administer the program more efficiently and to be more re- 
sponsive to the needs of the people served by the program. 

I shall present substantially the same background Gate as appears in the state- 
ment made by Mr. Nelsen, covering some aspects of the rural electrification pro- 
gram and taking stock of where we are in rural electrification today. 


UNIVERSAL RURAL ELECTRIC SERVICE—-AREA COVERAGE 


The estimate of unelectrified farms made by REA as of June 30, 1954 indicates 
approximately 4,966,000 farms were then receiving central station service, slightly 
over 92 percent of the total farms shown in the 1950 census. While there is doubt 
as to the accuracy of this estimate, a matter which will be discussed further, it 
points out the tremendous progress which has been made in rural electrification. 
New farm connections are being made at a rate estimated to be sufficient to bring 
the number of electrified farms today to just over 5 million, about 93 percent of the 
total. The rate of farm connections is much slower than it has been in past years. 
This is to be expected at this stage. What is left consists largely of the farms 
whose operators do not wish or feel they cannot afford electric service even though 
it may be available to them right at their door; farms which are so remote from 
power lines that service to them poses as yet unsolved problems of economic feas- 
ibility ; and farms occupied by families which are not able to afford electric service. 
It is not possible to distribute the 416,000 farms estimated to be without electric 
service on June 30, 1954 among these groups with any assurance of accuracy. 
REA borrowers are being encouraged to bring service to those who want it. 

While it would seem that the job of farm electrification is approaching sub- 
stantial completion, I must caution you that this is not necessarily so. American 
agriculture is like everything else American; it is dynamic, not static. New 
farms are being added while old ones are being retired from active production or 
are being merged into others. The job of electrifying our farms will never be 
100 percent completed for the same reason the job of building automobiles or 
better mousetraps will never be done. But we are well on our way to making 
rural electric service universally available. 


FINANCIAL SOUNDNESS 


REA electrification loans total almost $3 billion, about $300 million of which 
were made since April 1953 when Ancher Nelsen became Administrator. We 
firmly believe that the REA loans with very few exceptions are sound and will 
be repaid within the time agreed with interest. 

It is a matter of great satisfaction to report that since April 1953 the number 
of delinquent borrowers has been reduced from 35 to 13 and the number of bor- 
rowers which have made advance payments increased from 704 to 745. Dollar- 
wise, delinquencies have been cut more than half from $626,557 to $307,341; 
advance payments increased about 45 percent, from $54,350,853 to $78,647,457. 

We are not complacent about the record, particularly when we reflect upon the 
effort required to achieve it and then look ahead to the precipitate increases in 
debt payment load which the next few years bring. But we are constantly pre- 

aring to meet the challenge of helping our borrowers to maintain their record. 

e are improving our techniques for helping our borrowers which appear to be 
i. eee of financial difficulties and devising new ones for avoiding and during 

aults, 

Perhaps one of the most important contributions toward assuring financial 
stability of our borrowers has been the power use promotion work carried on in 
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cooperation with all segments of the electric industry and with the colleges and 
extension service. These groups are working together under auspices of the 
Inter-Industry Farm Electric Utilization Council and their effort promises great 
dividends not only to our borrowers but to their farmer-consumers and also to 
the Government by enhancing its loan security. 


ADEQUATE POWER SUPPLY 


Major progress has been made in improving the supply of electric power in 
rural areas. We have worked with our borrowers in meeting power supply 
needs as they occurred and in forestalling power supply emergencies before they 
occur. 

Loans for generation and transmission facilities were made where required as 
a means to lower cost of electricity for farmers. During 1954 they amounted to 
slightly more than $40 million and will add something over 100,000 kilowatts to 
borrowers’ generating capacity. Important developments have occurred in 
interconnecting and integrating borrowers’ facilities with neighboring facilities to 
minimize the higher costs usually associated with isolated systems of relatively 
small capacity. 

The wholesale cost of power has dropped and more important, the average cost 
per kilowatt-hour of power to the residential consumer, both farm and nonfarm, 
dropped from 3.22 cents in 1953 to 3.06 cents in 1954. At the same time, net 
margins of electrification borrowers went up nearly 40 percent. 

Looking to the future, appropriate and effective steps have been taken to 
assure participation by the rural electric systems in any cost reductions that the 
use of atomic energy may bring about. 


BORROWER SELF-RELIANCE 


The rural electrification program is free enterprise. The REA borrowers own 
and operate their rural electric systems; their relationship with REA is that of 
a borrower. In their initial organization and their early days of operation, REA 
provided considerable assistance to them. As they have gained operating experi- 
ence and financial strength, REA assistance in engineering, accounting and 
management has been gradually decreased. Today, most of the electric borrowers 
are providing for themselves most of the services formerly provided by REA. 


The assistance to borrowers being provided by REA at the present time is limited 
almost entirely to working with those borrowers who have financial difficulties 
at present, or who will apparently have financial difficulties as their debt pay- 
ments increase in the future. 


EFFICIENT ADMINISTRATION 


We have given continuous attention to improved administration of the program. 
Wherever possible, changes that will improve efficiency and reduce administrative 
costs have been made. We have made organizational changes and procedural 
changes which have resulted in improved efficiency during the past year and, at 
the same time, we effected a substantial savings in administrative costs. 

We have reduced the time required for handling electric loan applications. 
The loan process has been cut to a minimum for those borrowers which are well 
established and have good operating records. Applications under the simplified 
procedure are being processed in about 50 percent of the time formerly required. 
About one-third of the present applications are in this category and we are cur- 
rently working on other improvements which may raise this percentage as high 
as 45 percent. This has helped to cut down the backlog of loan applications to 
just about half of what it was 2 years ago. To my knowledge, we have not 
turned down or delayed a single loan application that was complete and feasible. 


BACKGROUND OF STATE FORMULA 


This matter of the loan allotment formula’‘is directly related to our ability to 
meet the loan needs of the borrowers. 

As it now stands, the State allotment formula provides that 50 percent of the 
amount made available annually by Congress for electric loans must be reserved 
for loans in the several States in the proportion which the number of their unelec- 
trified farms bears to the total number of unelectrified farms in the United States. 
Of the remaining 50 percent, and of any funds carried over from a previous vear 
not more than 10 percent may be loaned in one State. 
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I want to point out that the amount set up for each State under this formula 
is not a guaranty that that amount will be loaned within the State. Loans can 
be made only if valid applications are submitted. 

This formula was one of the first items of business which confronted us in 
April 1953. The 1954 budget recommendations for the Agriculture Department 
were then under consideration by the House Appropriations Subcommittee. 
The budget recommended that the $60 million electrification contingent loan 
authorization be made available free of the limitations contained in section 3 
of the Rural Electrification Act except that not more than 20 percent could be 
distributed in any one State. On April 22, 1953, witnesses representing the 
National Rural Electric Cooperative Association requested the subcommittee to 
eliminate the formula entirely. 

When the 1954 appropriation bill reached the floor of the House on May 
19-20, an amendment to free the contingent loan funds entirely from the section 
3 formula was stricken on a point of order. When the bill reached Senate floor 
on June 15, Senator Young offered an amendment similar to that reeommended 
in the budget. It too was stricken on a point of order. During the debate the 
suggestion was made by Senator Knowland that this was a matter for the proper 
legislative committee, where of course it now is. 

We had this allotment matter looked into and found that it had been the subject 
of discussion in the Senate as far back as the spring of 1949. We also learned 
that the Budget Bureau had suggested its elimination in the 1952 budget and that 
the National Rural Electric Cooperative Association had been supporting this 
action sincere early in 1951. 

By the fall of 1954 after a full year of experience with the allotment formula and 
its limitations, it was apparent that it was in the interests of an effective rural 
electrification loan program to recommend elimination of the formula from the 
act. 

We are here today to urge passage of legislation which so provides. 


HOW THE STATE ALLOTMENT FORMULA WORKS 


The purpose of the State allotment formula was to insure a uniform rate of 
extension of central station electric service to farms throughout the United States. 
The formula has served this purpose quite well; by June 30, 1955, roughly 95 
percent of the Nation’s farms will have been connected, and it appears that in at 
least 40 States the electrified farms will exceed 90 percent of the total farms in 
each of those States. The State allotment formula was of particular importance 
during the early states of the program, when the extension of electric service in 
many areas was very difficult and required the organization and development of 
borrowers. The reservation of funds to each State under the formula was desirable, 
since it stimulated the efforts of REA and of local groups in all sections of the 
country. 

In future years, the State allotment formula will not be needed for that purpose, 
and it is doubtful that it will serve to speed the completion of area coverage. 
Completion of area coverage will depend almost entirely on the financial ability 
of already existing borrowers to extend their lines. Further, most of the farms 
unelectrified: at June 30, 1955 will pose difficult problems of feasibility, and the 
availability of loan funds under the State allotment formula will not assure their 
connection. In any event, the loan funds required in succeeding years can be 
made available more advantageously through administrative discretion than 
through the increasingly cumbersome State allotment formula. 

The loan requirements of the borrowers are changing as the program nears 
area coverage. System improvements, generation, and transmission are requiring 
increasing proportions of the total loan funds. Continuation of the State allot- 
ment formula will result in inequitable distribution of loan funds among the 
States, and the inequity will increase with time. 

Present estimates indicate that in fiscal year 1956, loan requirements for dis- 
tribution facilities exclusive of system improvements will be about 35 percent of 
the total electric loan requirements. In fiscal year 1957, distribution facilities 
exclusive of system improvements will be only about 25 percent of the total loan 
requirements, and in succeeding years the percentage will drop still further. It 
appears illogical that half of the loan funds authorized by Congress in future years 
should be made available to the States on the basis of their number of unelectrified 
farms, when these will require much less than half of the loan funds. System im- 
provements and generation and transmission loan requirements bear no relation- 
ship to the number of unelectrified farms. 


62162—55——2 
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I can illustrate this by citing the State of Mississippi. Mississippi happens to 
be a State in which there are numerous rural electric systems but where many 
rural people, for economic and perhaps other reasons, are not taking service. In 
1952, with almost 11 percent of all unelectrified farms, Mississippi received only 
one-tenth of 1 percent of the loans made in that year. In 1954, with 14.4 percent. 
of all unelectrified farms, it received only 4 percent of the loans made in that year. 

The largest percentage of our annual loans received by any one State in recent 
years was 13.7 percent received by Kentucky in 1952. In that year, Kentucky 
had only 6 percent of the Nation’s unelectrified farms. Similar disparities exist 
nearly every year among the various States. In my opinion, they demonstrate 
quite conclusively that the percentage of unelectrified farms is no longer an accu- 
rate measure of loan needs. 


EFFECT OF THE FORMULA ON LOAN FUND REQUIREMENTS 


The contingency loan fund appears to have been devised to offset the effect 
of the State allotment formula. It first appeared in the 1950 REA appropriation 
when $150 million was provided for electrification loan funds, in addition to the 
$35v million regularly provided, ‘‘to be borrowed under the same terms and condi- 
tions if and to the extent that the Secretary of Agriculture shall certify, from time 
to time, to the Secretary of the Treasury that such additional amounts are re- 
quired during the fiseal year 1950, under the then existing conditions, for the ex- 
peditious and orderly development of the program.” 

During fiscal 1950, $120 million of this amount was drawn down in order to 
provide enough funds under the formula to make loans of approximately $10 
million which could not otherwise have been made in that year because of formula 
limitations, It is important to note there was a carryover of about $140 million 
of electrification loan funds from fiscal 1950 into fiscal 1951. For fiscal 1951, the 
Congress again made available a contingent loan fund which was not used, 

As I have already stated, the 1952 budget recommended elimination of the 
State allotment formula so that loan needs could be met. without the necessity 
for drawing down contingent loan funds far in excess of actual needs. This 
recommendation was not adopted. 

For fiscal 1952, a contingent loan fund of $75 million was provided; for fiscal 
1953, $50 million. No part of these funds was drawn upon. Of the $45 million 
contingent loan authorization appropriated for fiscal 1954, $38 million was drawn 
to permit loans of slightly more than $2 million; $47 million of electrification loan 
funds were carried over from fiscal 1954 into 1955. It looks as if we shall draw 
the full $35 million of contingent loan fund authorization for fiscal 1955 in order 
to permit loans of slightly under $2 million which could not otherwise be made 
only because of the allotment formula limitations. Most of the contingent funds 
drawn down in fiscal 1955 will probably be carried over into fiscal 1956. 

It is quite obvious that the large contingent loan fund authorizations have been 
required only because of the now artificial, unrealistic limitations of the State 
allotment formula and have not been related to actual loan needs. This is clearly 
proven by the fact that the loan fund carryover each year when contingent funds 
were drawn upon consistently exceeded the total amount drawn. 

One trouble with continuing to operate on this basis is that it distorts for the 
public the size of the REA loan fund request in the Federal budget. Another 
problem is that with the large carryovers that are created, Congress largely loses 
its year-to-year control over the size of the loan program. 

Abandonment of the State allotment formula would permit material reductions 
in the contingency or reserve fund requests if not their complete elimination. 
There would be no “freezing” of funds in some States where they cannot be 
loaned, and the carryover of unused loan funds from one year to the next would 
be substantially reduced. The loan authorizations requested of Congress could 
be based on actual loan needs, rather than the larger amounts which must 
Pet nig be requested so long as the State allotment formula remains a part of 

e act. 


ANNUAL DETERMINATION OF NUMBER OF UNELECTRIFIED FARMS 


Section 3 (c) specifically requires that the Administrator make a determination 
of the number of unelectrified farms within 90 days after the beginning of each 
fiscal year. Annually a survey is conducted commencing shortly after July 1. 
Information is solicited from borrowers, electric companies, municipal and other 
suppliers, State regulatory bodies, and trade associations. The electric company 
records reflect the number of meters served and these exceed the number of farms 
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due to multiple-dwelling units. In addition, few electric companies classify their 
farm consumers as such, and even the REA borrowers, who have a farm classifica- 
tion, cannot be certain that the consumers they classify as ‘‘farm’’ meet the census 
definition of a farm. As a result, there are undoubtedly errors in the estimates. 
These problems are not unique to REA; I am told the Edison Eleetric Institute 
has experienced the same difficulties in its estimates. 

As the State estimates approach 100 percent and consequently change very 
little from year to year, it becomes increasingly important because of the operation 
of the State allotment formula that the estimates be accurate, and at the same 
time, it becomes increasingly difficult to make estimates which are accurate and 
consistent from one year to the next, Changes in the classification of consumers, 
changes in the actual number of farms as contrasted with the last census, and 
other related problems are magnified in their effect on the estimates. 

There is support in some quarters for retention of the provision for an annual 
determination of the number of unelectrified farms even if the State allotment 
formula is abandoned. This is, of course, the difference between the two bills before 
this committee today. H. R. 2138 would eliminate the requirement for the annual 
determination; H. R. 5376 would preserve it. We will, of course, do whatever the 
Congress decides. Just what use would be made of the figures is something I do 
not know. We can make much better use of the time and effort involved. In our 
opinion, the census count made every 5 years furnishes accurate information on 
rural electrification progress. 

In conclusion, I want to say that we support this legislation and urge its adop- 
tion. We think it is significant that the 1949 telephone loan amendment of the 
Rural Electrification Act, title II, makes no provision for annual determination 
of unserved farms or for a State allotment formula. I have heard no complaint 
over this or over the administration of telephone loan funds after 5% years of 
telephone loan experience. It seems to me that the formula and the estimate of 
unelectrified farms can be dispensed with for rural electrification loans. 


Mr. Srrona. The prepared statement is similar to the remarks 
recently made by Administrator Nelsen before the Senate Committee 
on Agriculture and Forestry in respect to S. 153, which likewise pro- 
poses to remove the State-allotment formula from the Rural Electri- 
fication Act. 

The general idea of the amendment is to remove the State-allotment 
formula provided in paragraphs c, d, and e of section 3 of the act. 
This formula was incorporated in the act to provide, in the early days 
of the rural electrification program, an equitable means of allotting 
available loan funds among the several States on the basis of need, and 
to provide in orderly fashion for fair play among the several States in 
the progress of the program. 

Under the formula, half of all newly authorized funds provided by 
the Congress are required to be distributed, or allocated, I should say, 
among the several States in the same proportion that the number of 
unelectrified farms in each State bears to the total number of unelec- 
trified farms in the whole Nation. The other half of newly authorized 
funds is made available to REA for allotment at the discretion of the 
Administrator among the several States but with a limit of 10 percent 
to any individual State; that is, 10 percent of that remaining half of 
newly authorized funds. 

By newly authorized funds I refer to contingency authorizations 
as well as the basic authorizations. Carryover funds, unexpended 
balances from the preceding year, or funds obtained by rescission of 
loans previously made but determined later to be unneeded or 
unwanted, are subject only to the 10-percent limitation, 10 percent 
to any one State. 

In the early days of the program that formula served a useful 
Ppposs by providing equality as between States in the advancement 
of the program. It is our feeling in REA, on the basis of the experience 
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we have had in the last 2 years and after a very careful examination 
of the progress of the program and the status of electrification, that 
this formula is today not only unneeded but tends to work in the 
opposite direction from equality. 

Today we estimate that by the end of this fiscal year in 40 of the 
48 States more than 90 percent of the farms will have been electrified; 
that is, will have been connected with central station electric power. 
Our estimate is, nationwide, that by June 30 approximately 95 percent 
of the farms of the country will have central station electricity. The 
need, therefore, is not for distributing funds on the basis of the unelec- 
trified farms, but rather to provide for the heavying up and for addi- 
tional power generation needs of those States already well served with 
lines carrying power out to the farms. In some States at the present 
time, under the operation of this formula, funds are allocated to their 
use which they cannot use. In other States the formula restricts the 
ability of REA to allot to that State, to make loans, to a degree which 
hampers the orderly progress of the program. The outstanding ex- 
ample of that, I believe, this year is Colorado. 

Under their operation of the formula it is necessary at times to draw 
upon the contingency funds—to draw down from them almost 20 
times as much money as is needed in any one State over and above 
the regular funds authorized and distributed according to the formula 
provisions. We feel, therefore, that removal of the formula will not 
only provide for the orderly progress of rural electrification, but will 
make it unnecessary for the Congress to authorize each year an 
aes amount for loan purposes far in excess of the dollars actually 
needed. 

We feel that the Administrator of REA, with the program at its 
present state of development, should have the authority, the disere- 
tionary power, without this formula restriction, to allot those funds 
made available by the Congress in such amounts to the several States 
as may actually be needed, rather than by means of an arbitrary 
formula that does not meet the needs of the day. 

That, gentlemen, I think pretty well covers the situation with one 
possible exception, and that is a little more detail on the manner in 
which the first half of the formula is brought into being. Each year 
REA is required by the act to determine the number of unelectrified 
farms. Experience in recent years with the percentage of electrifica- 
tion up near the 100 percent mark is that it is a practical impossi- 
bility to accurately determine within a percentage point the true ex- 
tent of electrification. That comes about by reason of natural errors 
coming in checks made by the Bureau of the Census, by power com- 
panies serving in the rural areas, by REA itself, and by several agen- 
cies of the Government having to do with such determination. Such 
errors sometimes give rise to rather ridiculous situations. For ex- 
ample, in the State of Maine this past year, and in many other States, 
the survey showed an apparent decrease in the number of farms served 
with electricity, percentagewise. Obviously, farms were not aban- 
doning electric service. That apparent decrease in the number of 
farms served was just an apparent and not an actual decrease, a dis- 
eng brought about by the errors that are bound to result when, 
with 95 percent of the farms served, we attempt to determine how 
many remain to be served. The rural electric cooperatives are doing 
a magnificant job of extending their lines out to carry service to the 
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few who remain unserved. We in REA are giving them every en- 
couragement to continue that until electricity has been made avail- 
able to every person in the rural areas who wants electricity and who 
can be feasibly and economically served by these lines. 

As I stated at the outset, gentlemen, of the several bills which 
have been introduced in the House and in the Senate, any one, I am 
sure, would accomplish the purpose which we seek. Thank you. 

Mr. PoaGe. We are very much obliged to you, Mr. Strong. You 
made a very fine statement. I will now ask members of the com- 
mittee if we might follow an unusual procedure. You can be with us 
a few minutes? 

Mr. Srrone. Surely. 

Mr. Poaae. It seems to me it is rather apparent that the only 
point of difference is the question of the census. Of course we want to 
hear from anybody opposed to the principle, but nobody has expressed 
opposition to the principle. 

Mr. Srronea. That is good news. 

Mr. Poaae. If there is opposition, we will listen to those opposed 
this morning. But there is some difference about the census, about 
making a determination of the unelectrified farms. I wonder if it 
would not be well to hear from Mr. Ellis, and then we will have some 
background as to why there is any difference. 

Mr. Srrone. That will be fine. 

Mr. PoaGe. So we will ask you to stay with us, Mr. Strong, and we 
will ask Mr. Clyde Ellis of the National Rural Electric Cooperative 
Association if he will make a statement for us, then we will ask you 
both to answer questions. 


Mr. Srrone. I will be perfectly happy to stay. 
Mr. Poace. Thank you. 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. PoaGe. Mr. Ellis, we are glad to have you back with us. 
Mr. Ellis served with distinction as a Member of Congress in years 
past. 

Mr. Euuis. Than you, Mr. Chairman. I am happy to be here and 
I appreciate the opportunity of appearing before this great committee 
again. 

For the record, my name is Clyde T. Ellis, general manager of the 
National Rural Electric Cooperative Association, the national service 
organization of the rural electric systems of the United States, includ- 
ing Alaska. Some 92 percent of the over 900 rural electric systems 
over the country are members of the national organization. 

Mr. Chairman, we are grateful for the interest which this great 
committee has always shown in the rural electrification program. 
It was this committee which initiated a change in the rural electrifica- 
tion law in 1944, known as the Pace Act, which changed the interest 
rate in the law, which extended the amortization period from 25 to 35 
years, and which made REA a permanent organization within the 
Government, for REA was established for only 10 years, as you will 
recall, in the beginning. So we look to this committee once more for 
constructive legislation to improve, in terms of present-day conditions, 
the Rural Electrification Act. 
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If agreeable with you, I should like the statement which we have 
prepared to be filed for the record and to then highlight some of the 
Statements which are made, but not to read the statement. 

Mr. Poace. Without objection the statement will be made a part 
of the record. 

(The statement referred to is as follows:) 


STATEMENT OF CrypeE T. Exiiis, GENERAL MANAGER, NATIONAL RuRAt EveEcTRIC 
CooPpERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. 
I am general manager of the National Rural Electric Cooperative Association, 
the national service organization of the rural electric systems of the United States, 
including Alaska. About 92 percent of the more than 900 nonprofit rural electric 
systems are voluntary dues-paying members of this organization. 

We hope that the Congress will see fit to eliminate the State allocation formula 
in the REA Act which REA is required to follow in making electric loans. The 
formula perhaps worked well throughout the early days of the program but, in 
our opinion, its usefulness ended a good many years ago. Under it, REA must 
set aside one-half of the funds available for use in each of the States in proportion 
to the unelectrified farms in each State, as a percentage of the total unelectrified 
in the Nation. The other half of the available funds may be loaned at the dis- 
cretion of the Administrator, except that not more than 10 percent can be loaned 
in any one State during the fiscal year. As individual States become more nearly 
100 percent electrified, the formula imposes a stumbling block to the lending of 
funds which are particularly needed for system improvements, generation and 
transmission loans (G. and T.’s), and other purposes. 

The rural electric systems are on record requesting the change that we are 
supporting here today. As long ago as the fall of 1952, resolutions were adopted 
at all of NRECA’s 10 regional meetings and at the NRECA national annual 
meeting in 1953 in San Francisco and in 1955 in Atlantic City, supporting the 
legislation which would eliminate the formula from the Rural Electrification Act. 

Some of the reasons why our members think the formula should be eliminated 
are: 

(1) In many States the greatest need for funds is for system improvements, 
“heavying up”’ existing lines and purposes other than extending electric service 
to unelectrified farms. Under the formula, no consideration is given to these 
purposes. Neither does the formula give any consideration to the necessity for 
generation and transmission facilities where, in many States, the power supply is 
pitifully below the requirements of the respective areas, Generally speaking, the 
necessity for system improvements, additional power supply and transmission 
facilities is greatest in those States which have a high percentage of electrified 
farms. 

(2) The loan funds for generation and transmission facilities are badly needed in 
certain States where power supply is short. As a matter of fact, this is the largest 
single need for loan funds. 

There are at least two examples of States where the demand for loan funds next 
year will exceed the amount available, assuming the Senate passes the loan fund 
authorization item for REA in the amount as it passed the House. The bill, 
as passed by the House, provided a regular REA electric loan fund authorization 
of $160 million and a contingency authorization of $100 million. This is $65 
million in contingency funds in excess of the budget request, but about $150 
million below NRECA estimates of the amount required to take care of all 
applications in certain States. 

n these estimates, we are taking into consideration the fact that REA will have 
approximately $56 million available in carryover funds and $4 million in rescis- 


sions at the beginning of next fiscal year. ith all of these funds, the loan needs 
cannot be met next fiseal year in Colorado and Illinois, and possibly some other 
States. Under the formula, the maximum amount which could loaned in 


Colorado next year, if there is no change in the appropriation by the Senate, would 
be about $19,900,000. Our information indicates that Colorado will need about 
$23 million for generation and transmission loans alone in 1956, if no G. and T. 
loan is made this year. Loans also will be needed for other purposes which will 
further exceed the maximum that can be loaned in the State. In Illinois, the 
maximum which can be loaned in fiscal 1956 is about $21,500,000. Here again, 

















RURAL ELECTRIFICATION ACT OF 1936—AMENDMENT ll 


it is expected that one G. and T. application will be made for:between $20 million 
and $25 million. 

And these G. and T. loans, as you know, cannot be made piecemeal. It’s all 
or nothing in a single year for a feasible generation and/or transmission operation. 
They can be enlarged later, of course, but they must be born full-grown, so to 
speak, out of a single year’s funds. 

(3) It. has often been necessary, because of the State allocation formula, for 
REA and the rural electric systems to request more funds than are actually 
needed. For instance, if the Congress makes available sufficient money for next 
year to take care of the actual needs in the individual States under the formula, 
the result will be a tremendous carryover into fiscal 1957. 

(4) The loan needs in some States appear to run in 3- or 4-year cycles. For 
example, the needs may be very low for a particular year, while in the next year 
they may be very high. There is a wide variation from year to year, although 
advances appear to be fairly uniform. It is easily possible that in one of the high 
years, a State may need more funds than it can obtain under the formula: The 
following table, using Nebraska as an example, will illustrate the point: 

















i | 
. Loans | Loan funds to a Loans Loan funds 
Fiscal year approved advanced i| Fiscal year approved advanced 
aS Sapien $16, 023, 000 | $16, 147,000 || 1953_.__- “aay $11, 979, 000 | $5, 383, 000 
Geen. ae dsc 5, 796, 000 | 11, 270,000 || 1954 . a 13, 671, 000 | 12, 871, 000 
ite ouitadhsmiesl 2, 185, 000 11, 520, 000 1955 J ; 1 1,000, 000 iso san caciontadiiadl le 
| 
! Estimated. 


The amounts in the above table are official REA figures. 
(5) There are three States, namely, Massachusetts, Connecticut, and Rhode 
Island, for which the REA Administrator must set aside funds each fiscal year 
that are not used. No loans have ever been made in any one of these States and 
none are contemplated. 

(6) .In some of the Southern States, the.consumer density is very high but 
average kilowatt-hour usage per consumer, in some cases, has lagged behind. 
Great changes are taking place in types of agriculture in some of these States, 
and as these changes take place it is expected that the average consumption will 
greatly increase. If this happens, there will be heavy demands for funds for 
systern improvements, transmission facilities, and related items. As a result of 
these needs, some Southern States can easily exceed in applications the amount 
available to them under the State-allocation formula. 

There are many other reasons which could be cited in support of the elimina- 
tion of the formula. Ironically enough, the States which are most likely to need 
more funds than can be supplied under the formula are those States where REA 
loans have been approved in excess of $100 million. There are nine States in 
this category. They are Iowa, Kentucky, Minnesota, Missouri, Nebraska, North 
Dakota, Oklahoma, Texas, and Wisconsin. All of these States have a high per- 
centage of electrified farms, which again illustrates the necessity for changing the 
formula. 

There are some people who seem to have a fear that the elimination of the form- 
ula will take control of the program away from the Congress. On the other hand, 
it seems to us that the continuation of the formula will come nearer to taking 
control away from the Congress, if sufficient funds are put in the budget to take 
care of the needs in certain States in a particular year. For example, “It is our 
understanding that REA proposes a lending schedule next year of about $185 
million. If the appropriations bill is finally adotped in the form in which it was 
passed by the House, REA will have available next year $320 million by draw- 
ing down the contingency fund which was approved by Congress last year for 
this fiscal year and the contingency fund available during the next fiscal year, 
This would then mean that, although there was not enough money to take care 
of the needs in Illinois and Colorado, during fiscal 1956, REA would carry over 
into fiscal 1957 about $135 million,’’ which, incidentally, could be loaned at the 
discretion of the Administrator, with a limt of 10 percent to any one State. 


RETAIN THH UNELECTRIFIED FARM SURVEY 


Mr. Chairman, the members of our association wholeheartedly support the 
elimination of the formula. We do it for the reasons which have been cited. 
However, we would like to see any legislation which may be enacted by the 
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Congress retain the survey of unelectrified farms, which the Administrator is 
required to make at the beginning of each fiscal year. We believe that this is highly 
desirable. Such information cannot be obtained from any other reliable source. 
Census figures are not available soon enough to be of much help. The survey 
gives an accurate and quick picture of the current situation as far as electrified 
farms are concerned in each State. It furnishes the REA systems with ready 
information showing where extra effort is needed to reach unserved areas. It also 
serves as a ready reference to Members of Congress in following the progress 
being made in electrifying rural America. While the members of our association 
are — anxious to have the formula eliminated, they want the survey continued 
in the law. 

In conclusion, we wish to thank you, Mr. Chairman, and your committee, for 
giving us this opportunity to be heard and for your friendly and considerate 
support of the rural electrification program in all prior years. 

Mr. Exuts. We congratulate the Administration, and the REA 
Administrator in particular, for advocating this constructive change 
in the law. The rural electric systems themselves are unanimously 
on record in support of this change. At their 10 regional meetings 
throughout the country 2 years ago they went on record favoring the 
change in the law, and have twice since then, the last time being at 
their national meeting in February, unanimously requested this 
change. 

It is fair to say there are a few of our systems in the South whose 
leaders of late are apprehensive about the change, but I personally 
feel that without the change the program there will suffer more than 
it could possibly suffer with the change in the law. 

Mr. Poacer. Do you know of any systems other than Mississippi 
who might even be apprehensive? 

Mr. Exuis. I do not think so. I think that is a fair statement. 

I should like to mention some of the reasons which our people feel 
are good reasons for changing the law. 

We are now into what we generally refer to as the heavying-up phase 
of the program. The power industry, as you know, is a very rapidly 
growing industry in America. We think it is the most rapidly grow- 
ing of all the major industries. Its total plant must be increased about 
100 percent every 7% or 10 years. The rural electrification demands 
are growing even faster. Our use of power is doubling about every 
4 to 5 years and we see no indication that that growth will level off in 
the near future. Our greatest need for funds is in those States where 
the program is the furthest along, where there is the greatest use of 
power, and not in the States where the highest percentage of unelectri- 
fied farms is to be found. 

So the need for the formula has ceased to exist and, as Mr. Strong 
has so ably stated, the formula is working in the reverse of its original 
good intention, and the formula was good in the early days, but it is 
not good now. 

And of course we need additional power supply in those States where 
the program is the heaviest, and that calls for more funds. We need 
additional generation and transmission facilities. We have trouble 
getting under the formula enough money out of the annual congressional 
loan authorizations to establish a new generation or transmission 
system in a given State, or in some cases for additional units to the 
already existing generation facilities. As a consequence, we have to 
go before the House committee and ask for more funds each year than 
are actually needed, and that is a sort of embarrassing situation. We 
go in and say to the committees: We have made a complete survey of 
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the systems, which we do annually, and the system managers say they 
will need X amount of funds in the next fiscal year. In order for the 
rural electrics to be able to borrow this X amount of funds, Congress 
would have to approve also a Y amount in addition, so that under the 
formula the funds actually needed may be used. That is not good for 
us and not good for the Congress to have to authorize more funds than 
are actually needed. Therefore, it seems to us it would be better to 
get rid of the formula. 

On page 4 of our prepared statement we have listed a table showing 
the variation in fund requirements, using Nebraska as an example. 
You will note the loans approved by REA for Nebraska were $16 
million in 1950; down to $5 million in 1951: down to $2 million in 
1952—these are all round figures—up to $11 million in 1953; $13 
million in 1954; and drop down to $1 million in 1955. Therefore, there 
is no equity under the formula where there is such variation in 
requirements. 

REA is required to set aside funds for States where it never has 
made loans and probably never will. It must set aside funds out of 
each year’s authorization under the formula which it cannot lend to 
anybody that year, just because of the formula. 

With regard to what the situation will be next year without the 
formula, I want to read a part of one paragraph from our prepared 
statement: 

It is our understanding that REA proposes a lending schedule next year of 
about $185 million. If the appropriations bill is finally adopted in the form in 
which it was passed by the House, REA will have available next vear $320,000 
by drawing down the contingency fund which was approved by Congress last 
year for this fiscal year and the contingency fund available during the next fiscal 
year. This would then mean that, although there was not enough money to 
take care of the needs in Illinois and Colorado, during fiseal 1956, REA would 
carry over into fiscal 1957 about $135 million. 

So you see, we find ourselves in the ridiculous situation where there 
is not enough money to take care of some of the States, and yet REA 
will carry over something in the neighborhood of $135 million into 
the next year. 

The rural electric systems do want the unelectrified farm survey 
that is now in the law retained. Why? If it is not retained, there 
will never e a time henceforth that you of the Congress or we of the 
rural electric systems or the officials of REA can guess within a fair 
estimate of accuracy what the unelectrified farm situation is in the 
country. Sure we can take the Edison Electric Institute’s figures 
for it, but that will be the only source, and the Edison Electric Insti- 
tute is an organization of the commercial power companies, and the 
Edison Electric Institute and the commercial power companies, as 
far back as 1949, were claiming the electrification program was sub- 
stantially completed. I am sure the chairman will recall that during 
the hearings held on his own Poage bill in the latter part of 1945 the 
officials of power companies appeared and said in effect that no further 
funds than those then authorized would be required to substantially 
finish the rural electrification program, and therefore your bill pro- 
posing to substantially increase the authorization was not needed. 
And I am sure the committee members will recall that several times 
as much money has been loaned sinc e 1945 as had been loaned up to 
that time. So the power companies’ figures were way off. We do 
not want to have to rely on their figures. 

62162—55_—3 
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This job of completing rural electrification in terms of getting the 
power to those who do not have it is still a gigantic job in this country. 
There are still upward of half a million farm homes without electricity 
in America. That is rather a sad situation. We hear from those 
people, and I am sure you do, in areas where that situation exists, 
who do not have electricity and who want it. Imagine the state of — 
mind they must be in when they are pleading for something most of 
America has had for half a century and cannot get it. They are 
frustrated and mad and want electricity. If the unelectrified farm 
survey is eliminated nobody will be able to say that funds are needed 
to continue serving unelectrified farms because at the given time there 
are still a certain number of unelectrified farms in America. 

I have before me the REA figures which show that, for instance, ia 
Mississippi on June 30, 1954, 25 percent of the farms were still un- 
electrified; that in Maine 12 percent of the farms were unelectrified ; 
in Florida, 14 percent; in Arkansas, 15 percent; in Alabama, 12 percent; 
in Nevada, 31 percent; in Montana, 12 percent; and various other 
percentages running through the States. Sure, REA cannot tell 
exactly what the percentage of unelectrified farms is each year, but 
REA’s estimate would be better than nothing. It is REA’s estimate 
or nothing that we can rely on, because, I mention again, the power 
companies dwell upon and emphasize their general statement that the 
program is completed. It is far from completed. We do not think 
this unelectrified farm survey costs much, and we would like to see 
it left in the law. 

That is our statement. 

Mr. Poages. Thank you very much, Mr. Ellis. 

If I may, I will recess the committee just a moment. 

(Brief recess.) 

Mr. Poacse. The committee will come to order and we will now 
hear from Mr. John Lynn of the American Farm Bureau Federation. 


STATEMENT OF JOHN C, LYNN, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. My name is John C. Lynn. I am the legislative 
representative of the American Farm Bureau Federation. g In the 
interest of time I would like to file this brief statement for the record. 

Mr. Poacs. Without objection it will be included in the record. 

(The statement referred to is as follows: ) 


STATEMENT OF JoHN C, Lynn, Lecistative Director, AMERICAN Farm BurREAU 
FEDERATION 


At the most recent annual meeting of the American Farm Bureau Federation 
the voting delegates of the member State farm bureaus recommended that the 
formula for allocating REA funds be modernized. 

The formula in the present law served a desirable purpose at the time the REA 
Act was approved. Since a very large percentage of the farms of the United 
States were not electrified there was need for the use of a formula to insure that 
all areas of the United States were given comparable consideration. 

At the present time, however, about 93 percent of the farms in the United States 
have electric service. Since the primary need is no longer for developing new 
distribution systems in areas not served, but rather to heavy up existing systems, 
the old method of allocating funds on the basis of the number of farms not pro- 
vided with electric service is no longer a correct measure of need. 
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In order to provide funds to meet loan requirements in all areas the Congress 
has found it desirable to appropriate relatively large amounts for contingency 
funds. The only purpose of these funds was to get around the obsolete formula 
of the basic legislation. The appropriation of money for these contingency funds 
distorted the budgetary situation and created quite erroneous impressions as to 
the actual amount of money provided for REA loans. The elimination of the 
old formula would contribute to realistic budgetary practice. 

We understand that, as a matter of fact it has been the practice of the REA 
Administrators, and we are sure this has been in accordance with the intent of 
the Congress, that by one means or another all economic and feasible applications 
for loans by rural electrification cooperatives would be approved. This being 
the case it appears clear that no real purpose is accomplished by the retention of 
the present formula. 

For these reasons we respectfully recommend the enactment of 8. 153. 

The present language of 8S. 153 involves one perhaps unintended change, in 
that it would strike from section 3 (c) of the act the provision that the Adminis- 
trator shall make an annual survey of the number of farms in each State not receiv- 
ing electric service. We would recommend that this provision be retained. It 
would seem to us that it is desirable for the Congress and the public to have cur- 
rent factual data with respect to the extent to which electrification has been ac- 
complished in each State, as the basis for intelligent understanding of the situation. 
Since the Census Bureau makes estimates of the number of farms electrified at 
5-year intervals, it would appear to be a simple and inexpensive statistical opera- 
tion to project these figures each year. 

The opportunity of presenting the viewpoints of the American Farm Bureau 
Federation on this matter is appreciated. 


Mr. Lynn. I will make just one or two brief comments. We 
support this bill, but we, like the NRECA, feel that the annual survey 
should be continued. Based on the information we have, the cost 
for making this survey is very small in relation to the value that it 
will be to the Congress and to organizations such as ours in trying to 
keep some idea as to the progress being made in extending rural 
electricity to the rural areas. 

Therefore, we would like to support this bill but would recommend 
that the committee not strike section 3 (c) of the act, which provides 
for this annual survey. 

We are gratified with the progress that has been made in the 
extension of electricity to rural areas. We have always supported 
enthusiastically the REA and will continue to do so. 

That concludes my statement, Mr. Chairman. 

Mr. Poace. Thank you very much, Mr. Lynn. Any questions? 

Mr. Hops. I understand from your statement it is your impression 
H. R. 5376 strikes out the provision for the annual survey. I do not 
understand that to be the fact. 

Mr. Lynn. That may be an error on my part. If it leaves it in, 
then we are very much for the bill. 

Mr. PoaGs. I think you are referring to the earlier bill. 

Mr. Lynn. If that is true we are in full accord with the bill. 

Mr. Poaar. It changes (d) and (e) 

Mr. Hutu. It strikes it out and rewrites it. 

Mr. Poage. It strikes out that portion that related to apportion- 
ment of the funds but rewrites the portion that relates to the sections 
on the estimate of service. 

Any further questions of Mr. Lynn? If not, we are very much 
obliged to you, Mr. Lynn, for the statement. 

r. MacDonald is here for the National Farmers Union. 
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STATEMENT OF ANGUS MacDONALD, ASSISTANT LEGISLATIVE 
REPRESENTATIVE, NATIONAL FARMERS UNION 


Mr. MacDonatp. Mr. Chairman and members of the committee, 
I am Angus MacDonald, assistant legislative representative of the 
National Farmers Union. 

I have a brief prepared statement which I have given Mr. Reid and 
to save time I will not read the statement. 

Mr. Poacr. You would like to insert the statement in the record? 

Mr. MacDonatp. Please, sir. 

— PoaGe. Without objection it will be included as a part of the 
record. 

(The statement referred to is as follows:) 


STATEMENT OF JAMES G. Parton, PRESIDENT OF THE NATIONAL FARMERS UNION, 
IN Support or H. R. 4572 


Mr. Chairman and members of the committee, we are presenting this statement 
in support of H. R. 4572, sponsored by Congressman Johnson of Wisconsin. 
We believe that the formula which requires half of the total funds appropriated 
for rural electrification in any 1 year to be distributed in proportion to population 
and unelectrified farms has outlived its usefulness. The job of connecting 
American farms with central electric service stations is almost completed. About 
93 percent of the Nation’s farms now enjoy the benefits of electricity. Only 
farms in the most sparsely settled and remote areas are unable to get electricity. 

We wish to pay tribute to the magnificent job which has been accomplished in 
the last 20 years. When the program started in 1935, only 10 percent of the 
Nation’s farms were electrified. Over the bitter opposition of private power 
companies loan funds have been secured which enabled millions of farmers to 
pool their efforts in the distribution of electric power. Although this fact is 
well known, we do not think it can be mentioned too often that the rural electrifi- 
cation program is self-liquidating and that it actually brings funds into the 
United States Treasury. Contrary to a recent advertisement in the March 4, 
1955, issue of Collier’s magazine and March 1955 issue of American magazine, 
people living in urban areas are not subsidizing the rural electrification program. 
On the contrary, the rural electrification program has indirectly enabled people 
living in cities and towns to enjoy a higher standard of living. It has indirectly 
furnished customers for those selling electrical appliances and thereby has resulted 
in the emplovment of hundreds of thousands of workers in the electrical industries. 

The primary need in the future is a vertical expansion of REA. There are 
shortages appearing in various areas in the United States. Farmers are running 
out of power; they need new generators, new transmission lines and other facilities 
because demand has grown so fast that existing facilities are unable to supply and 
to transmit energy needed on American farms. Installation of new generating 
and transmission facilities will necessitate loaning a disproportionate amount of 
money in areas suffering these shortages. Two notable examples are the States of 
Colorado and Illinois, which are unable to obtain needed funds for generating and 
transmission purposes even though Congress has appropriated the money. The 
formula acts, at the present time, as a bottleneck which prevents vertical expan- 
sion. This is the principal reason we are urging it be eliminated by enactment 
of this legislation. 

According to our information, the elimination of this formula under the provi- 
sions of this bill will eliminate also the certain statistical work which heretofore 
has been done by the Rural Electrification Administration. We urge therefore 
that the bill be amended to provide that the annual survey as to the number of 
electrified and unelectrified farms be carried on in the future as it has in the past. 
We do not feel that the census figures are sufficient. It is reported that takers of 
the census do not reach some remote areas. In any event census figures are from 
a year to a year and a half late. American farmers should not have to depend 
on figures of the Edison Electric Institute in regard to unelectrified farms. Since 
this group is opposed and has always been opposed to the rural electrification 
_ program, we feel that it would be a great mistake to take this annual survey out 
of the hands of the Department of Agriculture. 

We urge therefore that the bill be amended in this respect. 
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Mr. MacDonavp. I will merely say that the National Farmers 
Union is in complete support of the position taken by the Rural 
Electrification Administration. I was under the illusion, as was Mr. 
Lynn, that the bill that this statement is directed to eliminated the 
survey. I will amend that by saying it is our understanding that 
H. R. 4572 and H. R. 5376 would continue the survey. Therefore, 
we are in complete support of these bills. 

I believe that is all, Mr. Chairman. 

Mr. Poaacr. We thank you very much, Mr. MacDonald. Any 
questions of Mr. MacDonald? 

Mr. Horr. You want the survey continued? 

Mr. MacDona.p. Yes. 

Mr. Horr. And you will correct your statement to that effect? 

Mr. Poage. I do not believe he mentions that in his statement. 

Mr. Huu. Yes, he does in the next to the last paragraph. 

Mr. Hops. That will be corrected? 

Mr. MacDona.p. Yes. 

Mr. Poaas. Thank you very much. 

Mr. Newsom was expected to be here for the National Grange, but 
he was not able to be here and he has submitted a statement. Mr. 
Newsom has asked us to include in the record a statement by Mr. 
Halverson, of the National Grange, and without objection that state- 
ment will made a part of the record. 

(The statement referred to is as follows:) 


STATEMENT oF Lioyp C. Hatvorson, THE NATIONAL GRANGE 


The National Grange supports the objective of H. R. 5376 and similar bills. 
Recent experience with the formula set up to allocate REA loan funds to the 
States shows that it is inadequate and even a hindranze to the present situation. 
Present experience with the formula is that it gives more than the amount of 
or which can be profitably used to some States and not enough to other 

tates. 

The National Grange has been a strong supporter of the REA program for 
many years. We think it is very important to recognize the fact that rural 
electrification needs in the present program can no longer be measured on the 
basis of unelectrified farms in any given State or area. Allocations of funds to 
States must take into full account the fact that many of the present REA systems 
are inadequate for the present uses which farmers are making and will make of 
electricity. 

We believe that enough money should be available for the REA programs so 
that all worthy projects can be carried out. Because of this we favor eliminating 
the present formula for the allocation of REA funds to the States based on the 
degree of unelectrified farms, and instead leaving the allocation up to administra- 
tive determination. We are confident that this administrative flexibility will be 
exercised in the best interest of the rural electrification program. 


Mr. Poage. Mr. Wallace Campbell is present and we will be glad 
to hear from you, Mr. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHING- 
TON OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 


Mr. CampsBe.u. To save time I would be very glad to have you 
insert my statement in the record. 

Mr. Poaas. Without objection the statement will be included as a 
part of the record. 

(The statement referred to is as follows:) 
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STATEMENT OF THE COOPERATIVE LEAGUE OF UNITED States OF AMERICA IN 
SupPport OF ELIMINATION OF THE STATE ALLOTMENT FORMULA IN THE RURAL 
ELECTRIFICATION AcT 


My name is Wallace J. Campbell. I am director of the Washington office of 
the Cooperative League of the United States of America, a national federation of 
consumer, service, and purchasing cooperatives. We have in direct membership 
about 2 million families, the majority of whom are farm families. 

The Cooperative League has been greatly interested in the rural electric pro- 
gram since its inception, and is happy to have an opportunity to present its views 
on the proposed elimination of the State allotment formula in the Rural Electrifi- 
cation Act. 

As the farm homes of America have become electrified, the need which was in- 
herent in the situation in the midthirties for protecting the distribution of loan 
funds from State to State is no longer essential. In the early days, as this com- 
mittee will remember very well, the pressure for bringing central electric power to 
the farms was so great and the availability of funds so limited, relatively, that there 
was great pressure to see that no State received an undue amount of loan funds 
while another State might suffer in its program of electrification. 

Today the need for rural electrification loans is quite different. In many States 
the problem is less to bring power to new and unelectrified farms than it is to 
“heavyup”’ the existing transmission lines or to provide generation loans to assure 
adequate low-cost power. In some other States there have been no loans made in 
recent years, and no indication that there will be such a need. 

The State allotment formula, as a result, leads to a carryover from year to year 
of funds which are not put into use, while other States suffer in their electrification 
programs simply because of the existence of an outdated and outmoded formula. 
The electric cooperatives concerned, and the Rural Electrification Administration 
and the major farm organizations are all supporting such a change. The coopera- 
tive league is happy to add its voice to this support. 

The needs in any given State may well follow cycles rather than coming in con- 
stant patterns. The REA needs a flexibility which is not feasible under the 
existing formula. The Congress, at the same time, is caught with an unrealistic 
financial situation where it must continue to appropriate more funds that it knows 
will be loaned in any given year because a certain amount of those funds will in- 
evitably be held in an unnecessary reserve for States which will not use them, 
and will go into a carryover. This carryover gives the public the impression 
that more funds are being appropriated than are actually needed and that the pro- 
gram itself could be cut substantially, where that is not the case. 

There was a legitimate fear in the early days of the REA program that some 
States would not secure their adeauate or reasonable proportion of the available 
funds. It is our sincere belief that removal of the formulas would not constitute 
a hardship in any given State, since there should be adequate funds to meet legiti- 
mate needs in all areas. 


URGE CONTINUATION OF UNELECTRIFIED FARM SURVEY 


While the Cooperative League is wholeheartedly in favor of eliminating the 
formulas, we believe the Rural Electrification Administration should continue its 
unelectrified farm survey. This information is essential at all points in the 
operation of the program and is not contingent solely on continuation of the for- 
mulas. Today the only other source of information about unelectrified farms is in 
the census. Such information is usually a year or 2 years out of date before it 
is finally compiled. Effective and intelligent administration of the program calls 
for up-to-date continuing sources of information which should not be dependent 
upon outside sources which are so late as to destroy their usefulness. 

We believe it is in the interests of the REA itself to continue the survey. And 
the Congress, which must have all of the facts available in this program when 
it enacts legislation in this field, should not give up this essential source of infor- 
mation. 


Mr. Campse ut. For the record, my name is Wallace J. Campbell, 
and I am head of the Washington office of the Cooperative League. 
More than half of our 2 million members are farmers and we have 
always been in favor of the REA program and are now, and we wish 
to go on record in favor of the elimination of the formula. 


) 
} 
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We would like just to underline one matter on public relations which 
is very important, and that is that the Congress from time to time is 
caught with an unrealistic situation where it must continue to appro- 
priate more funds than it knows will be loaned in any given year in 
order that there may be a carryover. The carryover gives the public 
the impression that more funds are being appropriated than actually 
needed and that the program could be cut substantially, which is not 
the case. 

We also would like to go on record as being in favor of continuing 
the unelectrified farm survey. The census figures are late, out of 
date, and sometimes inaccurate because that is not the primary 
business of the census and the information that is gathered is incidental 
to other information gathered by the census. So we would tike to 
go on record as favoring the continuation of the unelectrified farm 
survey in order that Congress may have all the facts on which to base 
its legislation. 

We appreciate this opportunity to be heard before the committee. 

Mr. Poaae. Thank you very much. Any questions of Mr. Camp- 
bell? If not, we are very much obliged to you and I am going to sug- 
gest to members of the committee that they might now like to question 
the witnesses en bloc, as it were. We have several here and we might 
want to call on some particular individual or comment on some par- 
ticular phase of a witness’ testimony. 

I think we might ask Mr. Stong if the REA has made any estimates 
as to what the cost of this survey is per year. 

Mr. Strona. We estimate that our portion of the cost of the un- 
electrified farm survey approximates $3,000, a relatively minor sum. 
The overall cost of this survey plus the man-hours involved in the 
application of the formula totals much nearer $25,000. 

Mr. PoaGe. If we pass this legislation you would not have to apply 
the formula, would you? 

Mr. Strona. No. 

Mr. Poacs. You would save that? 

Mr. Strona. That is right. That is why I split it in two parts. 
Mr. Poager. So that, even if you made the survey, you would still 
make a substantial saving if this legislation is passed? 

Mr. Strone. That is correct, and we feel there are worthwhile uses 
to which that money could be placed. 

Mr. Hops. I understood you to say your part of the cost of the 
survey. What other agency bears a part of the cost? 

Mr, Srrona. I will ask Mr. Robert Partridge, our program analyst 
of the REA, to answer that. 


STATEMENT OF ROBERT PARTRIDGE, PROGRAM ANALYST, RURAL 
ELECTRIFICATION ADMINISTRATION 


Mr. Parrringr. The Federal Power Commission assists us in 
making the survey. They furnish us lists of utilities to which we 
address questionnaires. We also contact the State utility commis- 
sions in each State to find out what they have in the way of data on 
unelectrified farms. And we contact each municipal company and 
the REA borrowers specifically as to whether they serve across States. 

Mr. Hops. That does not indicate that there would be any sub- 
stantial cost so far as any of these people on whom you rely for infor- 
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mation are concerned. They would not charge you for that informa- 
tion, would they? 

Mr. Parrriner. Not substantially. Some State commissions have 
put quite a bit of effort in getting information on unelectrified farms. 
One group I did not mention is the Edison Electric Institute. We 
maintain liaison with them and they furnish us with some data. 

Mr. Horr. Have you had any difficulty obtaining full cooperation 
from the agencies you have mentioned? 

Mr. Parrriper. No, sir. They have been most cooperative with 
us. They have made clear to us their estimates in many cases are 
perhaps not too reliable. They have the same difficulties we have in 
trying to make accurate estimates. 

Mr. Horr. By going to all those sources you have an opportunity 
to cross check, 1 assume? 

Mr. Partrripen. That is correct. 

Mr. Horr. Which would make your figures more accurate than 
checking with just one source. 

Mr. PartripGe. Yes, sir. 

Mr. Hops. That is all. 

Mr. Jounson. When you talk about unelectrified farms, take 
Mississippi, for example; if you have a big plantation that is electrified 
and the tenant houses are not electrified, how is that classified? 

Mr. Parrriper. The farm is classed as one farm. So far as the 
consumers who are served, they are usually reported by their individual 
meters. Usually each house has a meter on it. That gives rise to 
another problem we have in making the estimate, in that each meter 
reported is not necessarily a farm. We had raw data estimates that 
ran 140 percent of the farms in a given State being electrified. Edison 
Electric Institute has the same problem, and have had to work out an 
adjustment factor to take care of that. 

r. Poacr. What you are telling us is, for instance on my dairy we 
have four different meters. you first get them as though they were 
different farms and then you make the adjustment? 

Mr. Parrripae. Yes. 

Mr. Jounson. If electricity runs by the farm and is not connected, 
the farm is still considered unelectrifted? 

Mr. Partrriver. That is correct. 

Mr. Jonnson. You do not know how many of those situations there 
are? 

Mr. Partrinves. In answer to your question, that is correct. If 
they are not actually served and are not shown as a consumer, it is 
considered an unelectrified farm. 

It might be interesting to the committee to point out some of the 
troubles we have had with our estimates in the past. For example, 
in the 1950 estimate we show a United States total of electrified 
farms amounting to 86.3 percent of the farms in the United States. 
When the census data became available, it showed the farms electrified 
as of April 1, 1950, and that percentage was 77.2 percent. The 
difficulty is principally one of a base oie of farms which we must 


use. In making the 1950 estimate we had to refer to the 1945 farms 
reported by the census. It made a considerable difference when the 
census figures became available in 1950. The farms electrified Jan- 
uary 1, 1945, as reported by the census were 45.7 percent, and our 
estimate as of June 30, 1945, was 44.7 percent—fairly close. 
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Mr. Strone. Mr. Chairman, I would like to restate briefly and add 
to a comment I made in the early part of my testimony. 

Mr. Poage. Surely. 

Mr. Srrona. I iliave at that time that we felt almost any one of 
these bills before the Congress would accomplish the principal objec- 
tive we had, namely, elimination of the formula, which hampers the 
orderly progress of the program and requires the authorization of 
money not actually needed in the program. 

In connection with the unelectrified farm survey, we feel, as we 
believe Mr. Partridge’s testimony has indicated, that that survey 
and the resulting figures are unavoidably inaccurate. Therefore, the 
survey is unnecessary and cumbersome. We feel also that constant 
repetition publicly of the 95-percent completion figure of farms served 
from central stations serves only to mislead and confuse the public 
into thinking that the job of rural electrification is just about com- 
pleted. That is not the case, as Mr. Ellis has testilied. It is not 
the case because the job of rural electrification is not done in spite 
of the fact that as of this coming June 30 we feel confident that our 
estimate of the number of farms served will approximate 95 percent. 
The average person, uninformed as to the intricacies of rural electrifi- 
cation, might jump to the conclusion from that 95-percent figure that 
only 5 percent of the goal established back in 1935 remains to be done. 
We know in REA that there is a big job to be done, and we do not 
believe that 95 percent actually presents to the public a true picture 
of what remains to be done. 

Mr. Poags. Do you not recognize, and I think the members of the 
committee can readily understand the difficulty with which you are 
faced in securing accurate statistics, and recognize that you cannot 
possibly be expected to get absolutely accurate figures, but still it is 
true that you do make an estimate, and if you do not continue to 
make your own estimates, then the only estimate that you will get 
will be the ones supplied by the Edison Institute, which probably 
could be no more correct? Obviously, their estimate is going to have 
some of the defects which yours has, and some in addition. 

Mr. Srrone. I think you are quite right in that, but I would like 
to take it one step further to the point of whether any survey is 
longer needed, with 95 percent of the farms served, with the major 
job ahead of us not one of extending service, but one of heavying up, 
of improvement of the systems, of improving the supply of power to 
make certain that the needs of the farms are met at every step of 
the way. That is the big job which lies ahead, and that is not reflected 
by the 95-percent figure that I was referring to. 

Mr. Poace. Of course that is correct, but is not this also true, that 
there are probably eight States in which they are lagging behind in 
actual connections, and it probably does serve a useful purpose to 
be able to single out those particular States? Of course, your organi- 
zation knows which eight States they are, but I do not know just which 
they are. Is it not desirable to be able to point your finger and say, 
These are the States? Nevada is one of the States, for instance. Is 
not that desirable, rather than simply having the general information 
that the average is 95 percent? Is it not desirable to be able to point 
to those States which are lagging behind? 

Mr. Srrona. Our experience has been for the last couple of years 
Mr. Chairman-——and I think it certainly would be true in the rural 
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areas if they are lagging—that they do not hesitate to let their Con- 
gressman know what their situation is. 

Mr. Poage. I think that is correct. 

Mr. Hope. 

Mr. Hops. I would like to ask this question: In view of what you 
have just said, Mr. Strong, it would seem to be desirable to have 
some figures that might more accurately reflect just what the job is 
that is ahead. Would it be possible for you to secure figures which 
would indicate what you and Mr. Ellis have both said does constitute 
the big job of improving these existing systems, and the extension of 
power sources, of building up the connecting lines, and that sort of 
thing? Could you do that as a part of your survey? 

Mr. Strona. Yes, Mr. Congressman, I think you are quite right in 
that respect. Within the 'ast year, the REA has, for the first time, 
instituted a comprehensive annual survey of the rural electric systems, 
calling upon them for their estimates of the loan needs, by farms, for a 
5-year period ahead, broken down into distribution connections, for 
consumers, heavying up of line, generation, needs, and so on, so that 
we have in our hands, for the first time now, a reasonably accurate 
picture of what the need is next year, the year after, and the year 
after, and so on. That survey, as I said, is to be an annual survey. 
We feel that with a couple of years of experience, on our part and on 
the part of our borrowers, that that survey will provide us—will 
provide the Congress and the public—with a very accurate picture of 
where the program is headed, where the needs are, and so on. 

Mr. Hops. Does the language in the bill 5376—well, let me say 
the language in the present law, because that is what it is—take care 
of all you need to carry out your survey that you are making now? 
In other words, I assume that you are obviously operating under the 
provisions of some law that authorizes you to make the survey. 

Mr. Strona. 5376 is Mr. Poage’s bill? 

Mr. Hope. Yes. 

Mr. Strona. That eliminates the formula? 

Mr. Hope. Yes. 

Mr. Strona. Apparently all witnesses here have agreed to that. 

Mr. Hope. But it retains, it restates the survey provision. 

Mr. Strona. Yes. 

Mr. Hops. But this survey does not cover the broad ground which 
you have mentioned. But I take it there is something in the law 
somewhere that gives you the authority to make this broader survey. 

Mr. Strona. Yes, there is, Mr. Hope. Section 2 of the Rural 
Electrification Act. In that section appears this language: 

The Administrator is authorized to make, or cause to be made, studies, inves- 
tigations, and reports concerning the conditions and progress of the electrification 
of, and the furnishing of, additional telephone service in the rural areas of the 
Federal States and Territories and to publish and disseminate information with 
respect thereto. 

We are proceeding under that authority, already contained in the 
act, with this survey, for borrowers’ needs, of which I just spoke to you. 

Mr. Horr. My point is this: Could you not combine that informa- 
tion, the results of the surveys, in the Poage bill—and which the John- 
son bill contains in the amendment, here? Could not that include 
also the result of the information which you gather by reason of the 
other authority? I agree with you that just to publish the results of 
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this survey as to the number of farms that are served or not served, 
percentagewise, does not give the full picture. Would it not be advis- 
able, when you publish the results of the survey, to include all of these 
factors that you develop by reason of the provision in section 2? 

Mr. Stronc. The correlation of the reports of these two surveys 
has not been effected as of this time. They came at different times of 
the year. In the first year, the new survey was intended to show the 
loan needs and the purpose of the loan needs. It would be entirely 
possible, I should think, to correlate, to coordinate, them. We have 
given public distribution of the result of the surveys that I told you 
about as to the borrower needs, showing in effect the rural electrifica- 
tion needs. That has been published, and we intend to make it public 
annually. 

Mr. ie Well, it seems to me, whether you need any more 
language than you have here or not, that an additional purpose of 
this survey, as well as the other survey, is to develop information as 
to the needs, and if you are going to make that information public, it 
would be well to combine the two, or at least to correlate them, so 
that the public would know what was necessary to do in order to bring 
the whole program up to date. 

Mr. Srrona. I am quite sure that that can be done. 

Mr. Jounson. Will the gentleman yield? 

Mr. Hops. Yes. 

Mr. Jounson. Did I understand you to say that they are being 
made at the same time of the year, and that you think they could be 
made at the same time of the year and put in the same report? 

Mr. Srrone. The plan for this coming year is to coordinate and 
correlate them. The first survey was instituted as a sort of interim 
period project. In the coming year, it will be coordinated and 
correlated and furnish information, of course, for the requirements for 
the unelectrified farms. 

Mr. Horr. Now, assume that we report and pass the Poage bill, 
which contains the provision for the survey, ale you go ahead just 
as you are now, with this survey and the survey provided for in section 
2, you would then make a report, combining and coordinating the 
two, so that you would give the public the true picture. Do I under- 
stand that would be the idea? 

Mr. Strronc. That would be our new objective; yes. 

Mr. Bass. I would like to ask you this question: Actually there are 
only two objections to the survey. One is the amount of the inac- 
curacy in it, and the other is the cost of it; is that correct? 

Mr. Srrone. Well, there are three. The major objection, to my 
mind, is that it presents an inaccurate distorted picture to the 
uninformed public. 

Mr. Bass. That is one. 

Mr. Stronc. When they see here a statement that 95 percent of 
the farms of the country are receiving central station electric service, 
they cannot be blamed for reaching the conclusion that the job of 
rural electrification is about finished; that it is 95 percent complete. 

That is my personal objection. 

Mr. Bass. The cost is a very nominal objection, is it not? 

Mr. Strona. The dollars? 

Mr. Bass. Yes. 

Mr. Strona. Yes; $3,000. 








24 RURAL ELECTRIFICATION ACT OF 1936-—AMENDMENT 


Mr. Bass. That is very nominal, in the overall picture. 

Mr. Srrona. Yes. 

Mr. Bass. There was something said here about which I would like 
to ask a question concerning the State of Mississippi. Some people 
down there have been objecting to the other phase of the bill. Do you 
have a record as to whether the State of Mississippi has used the funds 
made available in the past, or whether they have turned back funds? 

Mr. Srrona. Yes; I think we do have that record here. I believe 
Mr. Partridge has that. 

Mr. Bass. Very well. 

Mr. PartripGe. During the fiscal year 1950, Mississippi received 
2.3 percent of the total loans, total electric loans made during that 
year. Their unelectrified farms amounted to 10.5 percent of the total 
in the United States. 

Mr. Bass. Does that fulfill the eligible requests that were made in 
the State of Mississippi? 

Mr. Parrriper. Yes, sir, it did. 

Mr. Bass. What about the last year; do you have that information? 

Mr. Jonnson. One question right there, if I may? How much 
could they have received in that year, if they had taken advantage 
of the privilege? 

Mr. Strona. About four times what they actually asked for. 

Mr. Partriper. The maximum amount—perhaps this would be 
more nearly what you are interested in—the actual amount which 
might have been loaned, I do not have for 1950, but if it will be all 

right to start with 1952, I can give you the figures showing what the 
maximum amount might have been in loans to Mississippi. 

Mr. Bass. Very well. 

Mr. Parrripee. Beginning in 1952, then, the maximum amount 
which could have been loaned, under the act, was $36,643,608. 

Mr. Bass. How much was actually loaned to them? 

Mr. Parrripee. I do not know that I can supply you at this time 
the actual amount loaned in the State. 

Mr. Bass. But have you ever had requests for more money than 
was available to the State of Mississippi under this present program? 

Mr. Parrripcre. We have never had more requests in Mississippi 
than was actually available to them under the formula. 

Mr. Bass. Under the new setup, would all the money needed by 
them still be made available to them? 

Mr. Strona. Oh, yes. 

Mr. Parrriner. Yes. We have turned up here the figures showing 
the actual loans made during the year, as against the maximum. In 
1952, the actual amount loaned in Mississippi was $153,000. 

Mr. Bass. $153,000? 

Mr. PartrivGe. Yes. 

Mr. Bass. And it could have been $36 million? 

Mr. ParrrinGge. Yes, that is correct. Now, I can give you the 
other years on that. 

Mr. Bass. That is all right. 

In other words, what I wanted to get in the record was the fact that 
the money has been made available to the State in excess of the 
amount they have qualified for. 

Mr. ParrripGe. That is correct. 
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Mr. Bass. Can you give us the States that have had eligible appli- 
cations that you could not fulfill as the result of this provision for the 
formula? 

Mr. ParrripGe. At the present time, we have the State of Colorado 
where we have approximately $14 million available this year. The 
actual amount is $14,187,012 maximum for Colorado. The loan needs 
in Colorado this year, so far as we are able to determine them now, are 
approximately $19 million. A portion of that—about $5 million of 
it—may not be needed until late June, the way the loan schedule is 
now running. We can probably carry that small amount over until 
the next fiscal year and make it, but the fact is that the loan need this 
year does exceed the amount available. 

Mr. Bass. In other words, using this formula, there are some States 
that are not being furnished the amount of money they need while 
as ae other States that are not using what could be made available 

to them! 

Mr. Partrrince. Yes; that is the effect of it, and we think that that 
effect would be intensified in future years. 

Mr. Bass. Do you have on the record, just for my personal infor- 
mation, the State of Tennessee? What does your record show as to 
the electrification of farms in Tennessee? The unelectrified farms in 
Tennessee? 

Mr. Parrrivgsr. The unelectrified farms? 

Mr. Bass. Yes. 

Mr. ParrripGe. In Tennessee, the number of farms receiving cen- 
tral station power as of June 30, 1954, was 220,883. 

Mr. Bass. Percentagewise, do you have the figures giving that 
information? 

Mr. Parrringce. Yes; the percentage of farms was 95.4. 

Mr. Bass. Electrified? 

Mr. PartrinGe. Electrified. 

Mr. Bass. What is the figure for Arkansas? 

Mr. Parrrinace. In Arkansas, the percentage figure is 84.7 percent, 
or a total of 154,485 farms electrified. 

Mr. Bass. In other words, in the State of Tennessee, we have 
about 95 percent, or more than 95 percent of the farms electrified; 
and in Arkansas they have about 87 percent of their farms electrified? 

Mr. ParrrinGe. Yes; 84.7. 

Mr. Bass. In other words, 11 percent more of the farms in Ten- 
nessee are electrified than in Arkansas? 

Mr. Parrripae. Yes. 

Mr. Hix. Suppose you give us the information for Colorado, if you 
do not mind; as long as you are comparing Arkansas with Mississippi, 
let us get some of the Western States in the record. 

Mr. Parrringe. All right. 

The percentage of farms electrified in Colorado as of June 30, 1954, 
was 93.8, or a total of 42,751 farms. 

Mr. Bass. Over 93 percent of the farms in Colorado are sentation? 

Mr. PartTRIDGE. 93.8 percent, yes. 

Mr. Bass. The Rural Electr ification Program is worked on a sort of 
franchise basis, all over America, is it not? I mean that the coopera- 
tives—and maybe I should address my statement to the head of the 
organization, Mr. Ellis. 
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Mr. ParrripaGe. Yes. 

Mr. Bass. How many active cooperatives do you have in America, 
Mr. Ellis? 

Mr. Exuis. There are about 900. I would have to submit the exact 
figure. 

Mr. Bass. How many of those cooperatives are power-producing 
cooperatives? 

Mr. Exuis. About 45; I would say about 45. 

Mr. Bass. About 45 of them? 

Mr. Exits. Yes. 

Mr. Bass. Now, they work in franchise areas? 

Mr. Exuts. In some States they are franchised and in some States 
they are not. 

Mr. Srrone. I might add that it is a matter that is pretty largely 
up to the States; it is a matter of State law with jurisdiction usually 
given to the State regulatory body. 

Mr. Bass. In other words, the State itself usually determines 
whether the power-producing unit will have a franchise to operate 
within that State, does it? 

Mr. Srrona. In certain areas. 

Mr. Bass. That is what I mean, in certain areas. 

Mr. Strona. Yes. 

Mr. Bass. Ordinarily, however, the Federal Government does not 
try to control the franchise power-producing service, does it? 

Mr. Strona. No. 

Mr. Bass. We do not give one organization the power to infringe 
upon the franchise of another power-producing unit? 

Mr. Strona. That is correct. 

Mr. Poaaer. Are there any further questions? 

Mr. McIntire. I would like to ask Mr. Strong to give me a little 
clearer interpretation of the term “heavying up.”’ 

Mr. Srrone. Putting in larger wires. 

Mr. McIntire. Transformers, and so forth? 

Mr. Srrone. Yes. 

Mr. McIntire. Would it also include the increasing of the generat- 
ing capacity? Is that within the term that you are using? 

Mr. Srrona. It could be included within that term. ‘Heavying- 
up” normally refers to the carrying capacity of the system, not the 
generating capacity, but it could be construed to include the advance- 
ment in generation. 

Mr. McIntire. In your judgment, there is still a very substantial 
job to be done by the REA, and the thought you expressed is that the 
survey of the number of nonelectrified farms is increasing as to the 
total needs of the electrified service? 

Mr. Strona. Exactly. 

Mr. McIntire. Is it your thought that the future needs within the 
REA system is a substantial one in meeting the increased demands for 
power at the farms? 

Mr. Strona. Yes. 

Mr. McIntire. And the necessary improvements of the system that 
would be needed to meet the demand? 

Mr. Strona. Yes. 

Mr. McIntire. And in this legislation, is it the intent or the 
thought that, by eliminating the formula whereby funds are allocated 
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to States primarily on the basis of the job yet to be done to meet the 
needs of the unelectrified farms, that the elimination of that formula 
will permit the allocation of such funds as are available more sub- 
stantially in the field of heavying-up for the present system? 

Mr. Strona. Well, that would be true to some degree. We feel, 
as I have stated, that, in large part, because of the unavoidable in- 
accuracies, that the survey itself does not accomplish the job; we feel 
that the formula, the application of the formula, is a cumbersome and 
unnecessary way of arriving at the distribution of funds among the 
several States. 

Our policy in the REA is to make loans on the basis of the actual 
needs, not on the basis of some theoretical formula of need. 

Mr. McIntire. But is your interpretation of the word “actual 
need”’ changing as time goes on, from the need of getting the line 
out to the farm people as was in the original concept, to the need of 
heavying-up the present system? 

Mr. Srronea. The need itself is changing, yes. It is very apparent 
that the figures for the past several years show strikingly the increased 
need for system improvement, for heavying-up the line and for 
additional generation. In the early days of the program, the over- 
whelming need was for getting the lines out there initially. 

Mr. McIntire. There was one question which was in my mind 
relative to this survey. Is this survey made on the basis of the 
number of farms electrified and is that subtracted from the census 
figure showing the total number of farms; or is the survey made on 
the number that are not electrified? 

Mr. Strona. I will ask Mr. Partridge to answer that. 

Mr. PartrripGe. The survey is made as to the number of farms 
served, the electrified farms which we then deduct from the total 
number of farms reported by the last census, and come up with the 
nonelectrified farms. 

Last year, last June 30, in our survey, for the first time, we asked 
every power supplier, each of the utilities and cooperatives and 
municiples, to indicate the number of unelectrified farms in their 
service areas. In many cases we got pretty good data because they 
had surveyed their areas and knew just about what was happening, 
but in other cases they said they frankly did not know how many 
there were in the service area. At least, they gave us the minimum 
figure of the number of unelectrified farms as a check point in checking 
the date that we had arrived at by deducting the electrified farms 
from the total number of farms reported by the census. 

Mr. McIntrre. If this legislation is approved then the objective of 
completing the lines to serve those who are not now electrified will 
not be reduced; in other words, that objective still would remain, 
would it not? 

Mr. Srrone. Yes. 

Mr. McIntire. But it will permit a greater flexibility of the use 
of funds toward those areas where the need is built up, and where it 
is necessary to build up the carrying capacity of the line? 

Mr. Srrone. That is correct. It is the continuing policy of the 
REA to urge upon its electrification borrowers the need for being 
constantly on their toes to extend their lines out to the limit of the 
economic feasibility in order to serve persons remaining unserved 
and to bring them within reach of electric service. 
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Mr. McIntire. With approximately 90 percent plus, of the farms 
electrified, then we are coming into that problem of economic feasibil- 
ity within the REA system just the same as there is a problem of 
economic feasibility in the so-called private utility business, are we 
not? 

Mr. Srrone. Yes. 

Mr. McIntire. There are some areas that will always remain 
beyond the reach of even the most reasonable concept of economic 
feasibility, I assume? 

Mr. Srrone. If we could find some way of transmitting electric 
power without poles and wires, there is no question but that everybody 
could be served. But it is the cost, in some cases, of running another 
line of poles and wires in order to serve one of these farm families, 
which makes the service to that particular connection prohibitive 
in cost. In some instances, examinations have been made by both the 
borrower and by the REA—the engineers and cost people—to deter- 
mine just where the line of feasibility begins and where it ends. 
Connections asked for by people in remote areas have had to be turned 
down because to serve them would have jeopardized the feasibility 
of the entire system. 

Mr. Jounson. Does that not explain why the percentage is so low 
in Nevada? 

Mr. Srrona. Yes. 

Mr. Jounson. Getting the service out to the ranches, I suppose? 

Mr. Srronea. Yes, that has a great deal to do with it. 

Mr. Poace. Those distances explain why Nevada has the highest 
per capita income and yet has the lowest.percentage of electrification 
in the Union. 

Mr. Srrona. Yes. 

Mr. Hiti. Nevada gets her income from the towns, not from sheep- 
raising. 

Mr. McIntire. Mr. Chairman, there is just one other question 
that I would like to get cleared up in my own mind, and that is with 
reference to the survey, and in which you have stated that as far as 
your administrative agency is concerned, Mr. Strong, the cost is about 
$3,000 for this survey. Is this survey entirely an administrative 
survey? In other words, the cost of it is not shared by Mr. Ellis’ 
organization; it is entirely one performed by the Rural Electrification 
Administration and not by the Association of Rural Electrification 
Cooperatives? 

Mr. Strona. That is correct, to the extent that the REA part of the 
cost is concerned. Our part of the cost is $3,000—I do not believe 
that the NRECA takes any part in this survey. 

Mr. Exuis. That is true as to an organization, but of course the 
local systems— 

Mr. McIntire. I appreciate that, but the administrative responsi- 
bilities are largely a part of the service of the REA and not of the 
cooperative organization that you represent? 

Mr. Exuts. That is correct. 

Mr. Jounson. As a result of Mr. Hope’s question, it would seem 
to me that in order to get the best picture across to the people, it 
would be better for all of the reports to come out in one report, and 
at the same time show the amount of money that was necessary to 
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build up these lines to meet present needs, so that you would have 
a true picture in one report. Do you agree with that? 

Mr. Srrone. We would not quarrel with that, because that is our 
intention anyway, Mr. Johnson, except that it might be drawing a 
pretty,fine point in the law; I mean,-getting pretty much into admin- 
istrative matters 

Mr. Jounson. Yes. 

Mr. Strona. Rather than an overall broad objective matter; but 
that is a matter that would be up to the committee and the Congress, 
of course. 

Mr. Poags. Any further questions by members of the committee? 

Mr. Hops. Following up what Mr. Johnson said, would you have 
any objection to an amendment to H. R. 5376, to a provision begin- 
ning in line 7, on page 1 of the bill that restates the existing language 
with respect to the survey? Would you have any objection to amend- 
ing that so as to provide that you make the report of the survey and 
include also the results of the survey made under the authority con- 
tained in section 2, putting that in appropriate language; I am not 
suggesting the exact language. 

Mr. Srrona. The only objection-to that that.I1 can see, Mr. Hope, 
is the rigidity of the requirements. For example, what I am getting 
at is this: There is no requirement in the law for the survey of the 
needs of the systems. The survey which we conducted in this past 
calendar year, and intend to conduct in the future, we had authority 
for under the existing provisions of the law in section 2 of the act. 
The question of whether such a specific requirement would or would 
not be too rigid is a matter for the committee’s determination, and | 
hesitate to express any opinion other than that which I have just 
stated in connection with it. 

Mr. Poacr. Any further questions? 

Mr. McIntire. I would just like to get cleared up in my own mind, 
Mr. Strong, this thought: I am under the impression that under the 
previous question relative to the term “heavying-up,” that this is 
used primarily in relation to transmission lines, not to generating 
lines? 

; Mr. Srrone. That is correct, transmission and some distribution 
ines. 

Mr:Poace. Any further questions? 

Mr. Jounson. There is one further question I want to ask. I 
think the question was asked you, Mr. Ellis, how many of the coopera- 
tives were producing power, and I think you said about 45. 

Mr. Etuis. Approximately. 

Mr. JOHNSON. Take this situation as a good example, that is in 
Wisconsin, for the generation of power, where they produce power 
for four States. How many different REA’s, approximately how 
many, are there? 

Mr. Euuts. Twenty-two, I believe. 

Mr. Jounson. So that really that 1 cooperative produces for some 
22 other cooperatives? 

Mr. Exuts. Mr. Chairman, there are 2 or 3 other points which I 
think the committee might be interested in. 

Mr. Poace. We would be glad to have them, Mr. Ellis. 

Mr. Euuis. The committee members will recall that the most 
recent amendment to the REA Act provided for loans for telephones, 
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which really sets wp a new administration,;-so far as telephones are 
concerned. It has no formula in it. There is no formula, State 
allocation formula, in the telephone part of the law and we have not 
heard any complaint from any State about the fact that it was being 
discriminated against because of the lack of some such formula for 
administrative regulation as to equity among the States. 

Another thing that occurs to me which may be of interest to the 
committee is the fact that—and is one which you well know if 
think about it—is that the census figures on the number of unelec- 
trified farms come out only every 5 years and come a year-plus later, 
at least a year-plus later, so that the census figures are never good at 
any one time; they are never accurate when needed; they are never 
current. 

Furthermore, we think—and this is a matter that would take some 
development, but I do not think that the census figures are as reli ble 
as the REA figures can be, based upon both the census figures and the 
REA’s peculiar knowledge of the rural areas, knowledge which it 
obtains from these many sources, including the census and the rural 
electric systems and the commercial companies. 

Still another thing that occurs to me which might be of interest 
to the committee, is that with the formula in the law, the amount of 
loan funds approved by the House of Representatives this year for 
next year is adequate, we think, according to our survey, and our 
survey has hit the requirements right on the head for several years, 
because it is the request of the systems themselves. The amount is 
substantially adequate if the formula is eliminated, we think, but it 
is not adequate if the formula stays in the law. 

Mr. Poaace. In other words, if we can pass this bill, we will be able 
to reduce, not the expense of improving the system, but we will be 
able to reduce the appropriation for this program? 

Mr. Ex.is. That is one way of looking at it. But another way to 
look at it, from our standpoint, is that you will make the electric loan 
authorizations already approved by the House adequate, whereas they 
will not be adequate if the formula stays in. 

Mr. Poaae. Te 

Mr. Exuis. I would like to suggest that the committee might like 
to have placed in the record, and I would like the opportunity to 
furnish for the record, and I shall have to send the copy up, because 
the one I have with me is all marked up—it may be that Mr. Partridge 
has a copy with him—REA’s most recent published statement as to 
the nonelectrified farms each year, which contains a great deal of 
information broken down as among the States and in different cate- 
gories for the committee’s use. 

I think that, while Mr. Strong is correct that the public may get 
the wrong impression about the 95 percent, for instance, being the 
figures of farms electrified in the country, that with the rest of it, it 
would overcome any erroneous impression, if and when you, we, or 
the general public want to use the figures. They provide a great 
deal of information here which just could not come from any other 
source. 

Mr. Poage. I think it would be very helpful to us and without 
objection, they will be included in the record. 

(The data referred to follows:) 
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Mr. Exits. Now, there is just one more point, by way of emphasis, 
Mr. Chairman, and again if you do not have this, if the people are 
not going to have the 95-percent figure, together with the supporting 
information that was referred to, 1 fear that what they are going to 
refer to is this general statement of the power companies which they 
have been emphasizing very strongly since 1952, that the rural electri- 
fication program is completed, or virtually so. It is a matter of an 
alternative. 

Mr. Bass. You do not read all of their propaganda, do you? 

Mr. Exuts. No. 

Mr. Poacr. Are there any further questions? Did you have a 
question, Mr. Johnson? 

Mr. Jounson. No; I have had my question answered. That was 
with reference to the difference between my bill and the one that you 
introduced. 

Mr. Poags. If there aré no further questions, we are very much 
obliged to each of you gentlemen for your statements. 

We will now hear from our colleague, Congressman Lester Johnson, 
a distinguished member of this committee. 


STATEMENT OF HON. LESTER R. JOHNSON, A REPRESENTATIVE 
IN CONGRESS FROM WISCONSIN 


Mr. Jounson. Mr. Chairman, I do not believe it is necessary for 
me to review or extoll to the members of this committee the mag- 
nificent accomplishments of the rural electrification program carried 
out by the REA cooperatives for the past 20 years. I know that 
some members of this committee are among the best versed Members 


of Congress on the record of the REA. 

In appearing before the committee at this time in support of my 
bill, H. R. 4572, to change the formula for REA loans, I wish to 
emphasize that the needs and conditions of REA have changed since 
the program was started in 1935. Twenty years ago only 10 percent 
of the Nation’s farms were electrified. The need then—and for a 
number of years up to the present—was for loan authorizations to 
develop rural electrification along horizontal lines. In other words, 
the objective of the program was to provide loan funds for extending 
service to the Nation’s unelectrified farms. This goal has been 
virtually accomplished as is testified to by the fact that approximately 
93 percent of the Nation’s farms are now electrified. 

In the early history of REA and up to the present time the loan 
formula of the program served a worthwhile purpose in guaranteeing 
equity in loans to all areas of the country. Conditions have changed 
since 1935 and the present formula is outmoded with reference to the 
needs of REA cooperatives. There is considerable evidence now to 
indicate that the formula must be revised to allow REA cooperatives 
to develop services along vertical lines. 

Mr. John Madgett, general manager of the Dairyland Power Coop- 
erative, has summarized this well in the January 1, 1955, issue of the 
organization’s publication. Before I quote in part from Mr. Mad- 
gett’s article, I wish to say that the Dairyland Power Cooperative— 
which serves all 10 of the county REA cooperatives in my district— 
is the largest farmer-owned electric power cooperative in the world. 
In addition to the REA co-ops in my district, Dairyland Power 











34 RURAL ELECTRIFICATION ACT OF 1936—-AMENDMENT 


Cooperative also serves cooperatives in other sections of Wisconsin, 
Minnesota, Iowa, and Illinois. 

Here is what Mr. Madgett has to say about rural electrification 
development: 


After 19 years of progress, however, experience has taught that all rural areas in 
the Nation are not expanding at an equal rate as far as their electrification programs 
are concerned. The Dairyland area, for example, has seen a demand for power 
which continually astounds even the most optimistic believers in cooperative 
rural electrification. Because of this, the States in which we serve have arrived 
at a point where a larger share of REA funds is needed in order to construct 
heavier and more costly generation, transmission and distribution facilities to 
meet the constantly rising loads. Many areas in the Nation, of which we are 
one, have virtually reached a saturation point insofar as geographic or new 
membership expansion is concerned and the chief aim now is to meet the increased 
demands for power. 


Mr. Madgett continues in his column with this significant 
observation: 


Difficult as it is for the uninformed to believe, it is still true that this vertical 
growth, or growth to meet greater power requirements of the cooperative member- 
ship, entails the expenditure of greater sums than those needed to merely expand 
into an area to cover new users of energy. Dairyland, for example, found it 
necessary to request funds in the amount of $8 million to construct a new 
50,000-kilowatt reheat unit at the Alma station—almost an impossibility under 
the present formula. Such a sum of money was never dreamed of in the early 
days when it was thought that the generating station such as ours at Genoa and 
Chippewa Falls would take care of requirements for years to come. Even larger 
units and installations will be required in the future. 


From the 1953 Annual Report of the Dairyland Power Coopera- 
tive—and this is the latest report that I have—the story of increased 
power demands of patrons is dramatically told in figures of average 
kilowatt-hours used per month by individual members. Here are the 
statistics on the average use per month per member in kilowatt-hours. 


Kilowatt-hours Kilowatt-hours 
i od os a peng le Ee Rg 240 
TED co ce'sicom yen ee ee ete RR Bipeale a ier aae atte ai fees aint en 257 
SOL ee in Cote cue te tee Ses Ses hes oo ee SL 294 
PeGee boca. docs Lie one Set ee ke. Sto. @ caste. ek 328 
BGs cst amdecetldcis anette tack nic at ncedin amenecncs tem aenule 367 


You will note from these figures that in the 10-year period from 1944 
through 1953 the average member of Dairyland Power Cooperative 
eo cooperatives has almost trebled. These figures bring into bold 
relief the problem of vertical demands confronting the REA coopera- 
tives of our country. 

My bill, H. R. 4572, changes the formula to meet in a realistic man- 
ner the problems facing REA cooperatives today. In addition, my 
bill—and I believe it was the only one with this provision at the time 
it was introduced —calls for the retention of the annual survey. 

According to information that I have from REA cooperative leaders, 
they are opposed to the elimination of the provision for an annual 
survey. They point out that census figures are too old to use for prac- 
tical application in their program work. As for the statistics compiled 
by private organizations, these should be used only for comparative 
purposes and not as authentic source material. 

In closing, I wish to include for the committee’s consideration, and 
the official record, letters from Mr. John Madgett, W. V. Thomas, 
general manager, Wisconsin Electric Cooperative, and others citing 





RURAL ELECTRIFICATION ACT OF 1936—-AMENDMENT 35 


their support of H. R. 4572. The letters, as you will discover, outline 
the case for changing the loan formula and the reasons for retention of 
the annual survey. Since these leaders are acknowledged experts in 
the field of rural electrification, their testimony should be given far 
more weight than mine as a layman. It is for that reason that I am 
asking the committee to study these letters. 

Mr. Chairman, I would like to ask unanimous consent to include 
in the record a statement from the Dairyland Power Cooperative of 
La Crosse, Wis.; a statement of the Wisconsin Electric Cooperative 
of Madison, Wis.; a statement of the Eau Claire Electric Cooperative 
of Eau Claire, Wis., and a letter from the Chippewa Valley Electric 
Cooperative of Cornell, Wis. 

Mr. Poaag. Without objection, they will be received and made a 
part of the record. 

(The statements referred to follow:) 


DAIRYLAND PowER COOPERATIVE, 
La Crosse, Wis., April 12, 1955. 
Subject: H. R. 4572, amending REA loan formula. 


Hon. Lester R. JoHnson, 
House Office Building, Washington, D. C. 


Dear ConGRessMAN JOHNSON: I have had an opportunity to review H. R. 
4572 and to compare the changes which would result from the present legal require- 
ments. I heartily endorse this bill and trust that you will make every effort to 
secure its passage. 

The Dairyland Power Cooperative and the whole cooperative rural electrifica- 
tion movement in the United States has a great deal at stake on this issue. My 
general views on the subject are expressed in the January issue of Dairyland’s 
house organ entitled, Dairyland Current Matters. My views appear on pages 2 
and 12. Kindly feel free to use this article if you care to. I am enclosing three 
copies of the issue and, hence, do not need to recapitulate here the importance of 
the loan formula change to Dairyland. 

Your bill accomplishes three basic objectives which are highly desirable: 

(1) It modifies the present unwieldy and, all too often, impossible loan formula. 

(2) It makes provisions on a practical basis for meeting the growing require- 
ments for larger loans for cooperative generation and transmission. 

(3) It requires that the Administrator continue the annual survey to determine 
the number of farms not having central station service. 

From 1938 to the present time the size of Dairyland’s generating units have 
increased from 700 to 50,000 kilowatts. The cost per unit has increased from 
$100,000 to $8,400,000. Even larger units and, therefore, larger initial loans 
will be necessary to meet our future needs. Hence, the longer we go the more 
difficult and impossible it becomes to make adequate construction loans for 
generation and transmission to meet our ever-expanding needs. In fact, I 
seriously doubt whether Dairyland’s next loan request can be met under the 
present formula. 

One thing we should not lose sight of is the overall progress of cooperative 
rural electrification throughout the ‘Nation. Hence, I urgently suggest that the 
annual survey on unelectrified farms be definitely retained and that other studies 
not inconsistent therewith be continued so that the Nation as a whole can at all 
times be fully-informed regarding progress. 

It is my sincere conviction that the change in legislation will be beneficial not 
only to Dairyland Power Cooperative but to rural electric cooperatives throughout 
the Nation, allowing them a normal growth without ... limited in so many 
instances under the outmoded State-allotment formula. The extent of Dairy- 
land’s future progress and its ability to meet its system requirements would 
definitely be affected by the outcome of action on your bill. 

Yours very truly, 
DarrYLAND PowER CoopPERATIVE, 
Joun P. MApGeETT?, 
General Manager, 
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Wisconsin Exvectrric CooPpERATIVE, 
Madison, Wis., April 13, 1955. 
Hon. Lester Jounson, M. C., 
Congress of the United States, 
House Office Building, Washington, D. C. 


Dear ConGRESSMAN JOHNSON: On behalf of the rural electric cooperatives of 
Wisconsin, our public relations committee has instructed me to thank you for 
introducing H. R. 4572. This measure, if it becomes law, promises to remove the 
constant cloud of uncertainty regarcing loan appropriations for REA-financed 
cooperatives. 

We are happy to see that REA Administrator Ancher Nelsen, also spokesmen 
for the Farm Bureau, Farmers Union, and our own National Rural Electric Co- 
operative Association have recommended elimination of the formula. This 
formula language has always been a continuing threat to the welfare of Dairyland 
Power Cooperative because the need of Dairyland for generating funds is greater 
each year due to the increasing use of electricity in our rural area. As a matter 
of fact, in the care of the last loan made to Dairyland it has been a nip-and-tuck 
proposition under the present formula language to get the amount of funds neces- 
sary to purchase the required generating capacity. 

We particularly want to thank you for inclusion in your bill the retention of the 
annual survey of unelectrified farms. This survey is the best way we know of 
assuring the Congress and the publie of the accurate status of rural electrification 
in the United States. It is the type of information which provides us all with an 
intelligent tool to appraise the need for loan funds. This survey has been carried 
on over the years at nominal cost, and has proven itself over and over again when- 
ever a question arose concerning progress of the program. We feel that to remove 
the survey at this time would fail to realize any substantial saving, yet would 
whittle away at the amount of factual information required for intelligent appraisal 
of the progress of this program. 

Wisconsin’s rural electric cooperatives again thank you for introducing this 
measure, and urge that you do everything possible to steer it into law. 

Cordially and respectfully, 
Wisconsin Exvectrric Cooperative, 
W. V. Tuomas, General Manager. 





Eau CuarrE Evecrric Coopprativs, 
Eau Claire, Wis., April 7, 1958. 
Hon, LESTER JOHNSON, 
House of Representatives, 
Washington, D. C. 

Dar Sir: I was pleased to receive a copy of vour bill, H. R. 4572, which 
changes the formula governing allocation of rural electrification loans. Although 
most of the farms in Wisconsin are receiving central-station energy the REA- 
financed cooperatives are required to add capacity to their systems to serve addi- 
tional electrical loads connected by these farmers. 

Increasing the capacity of our distribution systems does not alone solve the 
problem as it is also necessary that we have adequate transmission and generation 
facilities. It is as important to our member-owners to have our power delivered 
into our distribution cooperative area as delivering the energy from the substation 
to the farmer. For that reason it is necessary that the Rural Electrification Ad- 
ministrator be permitted to loan funds to Dairyland Power Cooperative, our sup- 
plier, and the distribution cooperatives to improve facilities when and where 
needed. 

Unless Dairyland Power Cooperative is permitted through the use of loan funds 
to improve its generation and transmission facilities several years in advance of 
the load requirements the farmers served by their electric cooperatives would 
seriously suffer. 

We sincerely believe that your bill, H. R. 4572, will accomplish the necessary 
changes in the Rural Electrification Act to the benefit of both city and rural people, 

Sincerely yours, 


V. M. Dureck, Manager. 
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Curprpewa VALLEY ELEctTRIc CooPpERATIVE, 
Cornell, Wis., April 7, 1958. 
Mr. LestTER JOHNSON, 
Congress of the United States, 
Washington, D. C. 

Dear Lester: In reply to yours of the 3lst of March. I have no comment 
to make on your bill H. R. 4572; it seems to me these changes are for the bene- 
fit of the majority, and that was the basic idea of the REA program. 

I also wish to take this opportunity to congratulate you on the fine showing 
you are giving our district. 

Yours very truly, 
R. L. Citeaves, Manager. 


Mr. Poagg. If there is nothing further, the committee will go into 
executive session. 
(The following statement was submitted to the subecommittee:) 


STATEMENT OF Hon. LEE Mertcaur, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MONTANA 


Mr. Chairman, I appreciate the opportunity to appear before this subcom- 
mittee on behalf of the several bills, among them mine, to modernize the Rural 
Electrification Act. 

My bill would abolish the restrictive State-allotment formula for loan funds 
and would require the Rural Electrification Administration to continue the 
annual survey, which Administrator Nelson proposes to eliminate. 

Conditions have changed since the program began in 1935. At that time, 
when only 10 percent of this Nation’s farms were electrified, the need was for 
loan authorizations to extend service to as many farms as possible. The loan 
formula was necessary and proper as long as this was so, for it guaranteed all 
parts of this country a share in the program. 

Today, however, 93 percent of our farms have electricity. And the number 
of unelectrified farms in a State no longer presents a true picture of the need 
for loan funds in that State. Today’s need, which several previous witnesses 
have documented so well, is for money for costly system improvements necessary 
to meet the constantly increasing demand for power. 

I am told that the largest single need for loan funds is for generation and 
transmission systems. Cooperatives in this field have an average investment 
of $10 million. When the need for additional facilities occurs, there may not 
be enough money available under the State-allotment formula to make such 
loans and at the same time meet other needs within a particular State. 

As yet, we do not have the generating and transmission problem in Montana. 
But the Administration apparently is pushing ‘“‘partnership’”? development of at 
least one proposed multipurpose project, Yellowtail Dam, in my State. Genera- 
tion and transmission system loan funds would be needed if anyone besides the 
Montana Power Co. is going to be a “‘partner’”’ in Yellowtail Dam. Without loan 
funds for generation and transmission systems, no public body in Montana could 
join in this partnership development—leaving partnership solely for Montana 

ower Co. 

Experience has shown that loan-fund needs often are cyclical. In 1 year, the 
need in a given State may be low. In another year it may be high. The present 
rigid formula does not permit adjustments to meet this cyclical need. 

The formula also requires allocation of funds to at least three States in which no 
loans have ever been made and probably never will be. 

Further, if the formula is not abolished, rural electrics will continue to be placed 
in the unfortunate position of having to ask millions of dollars more than they 
actually need—just to get around the formula. This year for example, the 
original request was for $419 million—when if it had not been for the restrictive 
formula $169 million would have been enough to do the job. This makes the 
whole program look bad. And it makes the program vulnerable. 

The annual survey is the only available reliable source of statistical information 
on rural electrification. To do away with it would mean reliance on inadequate 
private sources for the current factual data which is the only basis for a sound 
program. 

T am disturbed to note that the Administration is gradually reducing its program 
of eurrent statistics on agriculture, the only segment of our economy where in- 





38 RURAL ELECTRIFICATION ACT OF 1936-—AMENDMENT 


comes are falling. Agricultural statistics already are behind the times. Facilities 
for presenting current statistics on farm economics should be expanded instead of 
being cut. 

I have seen no recommendation that the Government’s business statistics 
program be cut. I see no reason for singling out the farmer for such a reduction. 


(Whereupon, the committee proceeded to the consideration of 
business in executive session.) 


x 











